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BARBER Pressure REGULATOR 


for Dependability and Accurac 


For many years Barber Gas Regulators have held a high place in the 
esteem of both utilities and gas service men. Made by a company well 
known for expert engineering and manufacturing in the gas field, these 
regulators deliver the utmost in performance and reliability. 





Any gas user appreciates the economy effected by a regulator, 
either on the service line or on his individual appliances. Barber Regulators 
are ruggedly built with heavy bodies, all materials corrosion-resistant, 
brass operating parts, phosphor bronze springs, diaphragms processed to 
prevent deterioration (specially treated diaphragms are supplied for 
use on LP gas). You can recommend and install Barber Regulators for your 
customers with full confidence in satisfactory service. 


NAN 


Attractive folders on this 
Regulator will be fur- 
nished free, at your re- 
quest, for distribution to 
your trade. Write for 
catalog and price list on 
Barber Burner Units for 
Gas Appliances, Conver- 
sion Burners for Furnaces 
and Boilers, and Regu- 
lators. 


Certified by A. 
G. A. Test- 
ing Laboratory. 
Sizes 4" up. 


BARBER -rcssune REGULATORS 


For Warm Air Furnaces, Steam and Hot Water Boilers and Other Appliances 
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Between the covers of this new of “Cent 

salient facts about recent B&W designs that are hel 

power more plentiful all over America. Typical units are presented 
in detailed drawings with their capacities and pressures conveniently 
tabulated along with names of power companies and station locati¢ 


Send for your copy today. Simply ask for Bulletin G-67. 
The Babcock & Wilcox Co., 85 Liberty Street, New York 6, N. Y. 
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| ye political critics of former Presi- 
dent Hoover's seventy-fifth birth- 
day address have to admit that the for- 
mer President’s nunc dimittis compares, 
for straightforward honest thinking, 
with any of the great farewell addresses 
which men in public life have made to 
mark their retirement from worldly af- 
fairs. With the question of Federal 
spending — and the danger of Socialism 
which inevitably follows in its wake — 
so Close to the interest of the public util- 
ity industries, it was only natural that 
some of Mr. Hoover’s remarks should 
seem particularly applicable to the Fed- 
eral government’s relations with public 
utility enterprise in recent years. 


Most noteworthy was his comment on 
the natural wish of all American citizens 
that our country maintain a dynamic, 
progressive people. “But dynamic prog- 
ress is not made with dynamite,” Mr. 
Hoover remarked. “And that dynamite 
today is the geometrical increase of 
spending by our governments — Federal, 
state, and local.” 


Tuis is the type of warning which so 
many of our politicians blithely disregard 
as they insist on driving our government 
into more and more expenditures for 


HERBERT BRATTER 
SEPT. 1, 1949 





public works and public services to catch 
the popular vote. As the former Presi- 
dent so shrewdly observed, our danger 
comes not from a handful of avowed 
Communists, or their fellow travelers, 
who have accumulatedsenough nuisance 
value to attract the attention and sus- 
picion they deserve. 


Our danger comes, strangely enough, 
from average American citizens who, 
while disbelieving in “compromises with 
Collectivism,” still fail to “realize that 
through government spending and taxes, 
our nation is blissfully driving down the 
back road to it.” In this issue, we con- 
clude the 2-part series by HERBERT BrRaAt- 
TER, Washington, D. C., author of busi- 
ness articles, which deals with statements 
of public officials and others about the 
development of electric power by the 
Federal government. 


a is interesting that few of these off- 
cials walk right up to the plain and 
simple position that the electric power 
industry should be socialized, in whole or 
in part, by government acquisition. But 
the inferences, postulates, and conclu- 
sions that must be drawn from this con- 
stant drive in the direction of Federal 
investment in power-producing facilities 
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Where’s the door in 
this picture? 


It’s in the doorway 

all right, but you 

can’t see it—because 
it’s coiled compactly above the lintel! That’s 
where KINNEAR STEEL ROLLING DOORS 
always are when open—completely out of the 
way. And they can’t obstruct floor or wall 
space around openings, either. Even overhead 
areas are clear, for conveyors, sprinklers, pip- 
ing, etc. These strong, Kinnear-originated cur- 
tains of interlocking steel slats give extra pro- 
tection against fire and intrusion along with 
“bonus years’’ of carefree door service. Built 
to fit any openings in old or new structures. 
Motor or manual control. 


Available with "Push Button" Motor Operation 


For added convenience and plant economy, KINNEAR 
STEEL ROLLING DOORS are available with the rugged 
Kinnear Motor Operator at right, which is actuated from 
the push button panel below it. The control button can be 
placed anywhere within or outside the building, or several 
control switches can be strategically located for handiest 
remote control operation. 


The KINNEAR MANUFACTURING CO. 


. Factories: 
Saving Ways in Doorways 2060-80 Fields Ave., 
Columbus 16, Ohio 


1742 Yosemite Ave., 
San Francisco 24, California 


Offices and Agents in All Principal Cities 
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8 PAGES WITH THE EDITORS (Continued) 


—often in duplication of and in competi- 
tion with existing private facilities— 
cannot be ignored. This is certainly a 
road in the direction of Socialism, even 
if it is not an officially labeled highway 
to that destination. 


THE extinction of private enterprise 
in the electric power business in two of 
our states, with more perhaps coming 
up, the rise since 1933 in the margin of 
publicly produced power from less than 
5 to almost 20 per cent of our national 
supply — these are tangible results, to 
date, which cannot be laughed off or 
kissed off by those who claim not to be- 
lieve in Socialism but who apparently like 
to flirt with it. ° 


* * *k ok 


ND while we are talking about the 
basic problem of whether our Fed- 
eral public power policies must logically 
lead to Socialism, we can also spare some 
thought to the proposition of whether 
public power operations by the old-line 
departments, such as the Reclamation 
Bureau, or the now over-all “valley au- 
thority pattern” is better fitted for vari- 
ous areas of our country. 


IN this issue T. N. SANDIFER, Wash- 
ington newspaper correspondent, has 
checked with old-line government agen- 
cies and agricultural groups to determine 
if they are content with the applicability 
of the Tennessee Valley Authority yard- 
stick to other places. Mr. SANDIFER’S 
article, “Is the TVA a Yardstick for 
Other Authorities?” begins on page 267 
of this issue. 

x * * 


ed) ACKLESs T rolley s and the Elec- 
tric Business” is the title of an 
article by Roscoe AmEs, which begins on 
page 274. The steady trend in substitu- 
tion of trackless vehicles for street rail- 
way transit service in our American cities 
raises the question of the electric utility 
industry’s stake in retaining these transit 
companies as large-scale customers. Ac- 
cording to Roscoz Ames, the trackless 
trolley suggests a way for continuing 
close affiliation between these two major 
public utility industries which has always 
characterized their relations in the past. 


SEPT. 1, 1949 





DAVID MARKSTEIN 


A" over the Middle South — that re- 
gion which embraces Louisiana, 
Mississippi, and Arkansas — public util- 
ity companies are going ahead full blast 
with their expansion programs. Gas, 
electric, and telephone companies are 
busy expanding their facilities to catch 
up with the rising demand for service in 
the southland. Davin MarKsTEIN, New 
Orleans author of business reviews, 
whose article entitled “Expansion in the 
Southland” begins on page 281, has made 
a check on this activity. 


* * ok * 


A= the important decisions pre- 
printed from Public Utilities Re- 
ports in the back of this number, may be 
found the following: 


Tue Securities and Exchange Com- 
mission states its views on exemptions 
from competitive bidding where all or a 
part of a stock issue is involved. (See 
page 65.) 


THE recoupment provisions of the 
New York statute, according to the court 
of appeals, make a court order holding 
up temporary rates improper. (See page 
79.) 


THE next number of this magazine 
will be out September 15th. 


a a 
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"So you’re getting 
less work per 
PAYROLL DOLLAR 





..- Here’s how WE 
met that problem 


DUR OPERATING COSTS INCREASED be- 
ause of higher wages ... shorter hours 
employee welfare activities... high- 
taxes. Convinced that simplified 
ethods could help realize full worker 
potential, we started a survey of our 
personnel records and procedures. 


<a - 

RECORDS ARE FULLY PROTECTED against 
fire-loss in Safe-Kardex, with all sup- 
porting papers housed in laboratory- 
tested insulated Safe-Files. If fire 
strikes, all vital personnel data will 
be available for prompt and efficient 
resumption of business activities. 


WORK SIMPLIFICATION WAS APPLIED by 
Remington Rand Systems Specialists, 
who simplified our personnel forms, 
operating procedures and administra- 
tive methods—then installed them for 
us—without getting in our way!—then 
trained our people in their use. 


hile 


iy Ne 
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INFORMATION IS NOW ORGANIZED in a 
Kardex Visible System for rapid ad- 
ministrative review of facts about each 
employee. Application, work history, 
attendance record, merit rating data, 
seniority status — are all summarized 
in ONE compact visible system. 


NEW EDITION—COPY FREE ON REQUEST 


“PERSONNEL ADMINISTRATION 
—Records and Procedures” 


The 88 pages of this valuable brochure are crammed 
with practical information, new methods, new ideas 
for Personnel Departments in all types of business. 
Ask for your free copy today. Call the nearest 
Remington Rand office for Book No. X 521B or 
write on your business letterhead to Systems Divi- 
sion, Room 1168, 315 Fourth Avenue, New York 10 
Copyright 1949 by Remington Rand Inc. 
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Coming IN THE NEXT ISSUE 
> 


HOW TO BALANCE THE REPEAL OF WARTIME EXCISE TAXES 


The Federal government is still collecting excise taxes at the high 
wartime level of an extra billion a year, consisting largely of extra 
taxes on such essential utility services as monthly telephone bills, 
long-distance calls, and telegrams, train, plane, and passenger 
fares, as well as special levies on electric bulbs and other appli- 
ances. Representative Noah M. Mason, Republican, Illinois, con- 
gressional author of this article, suggests a way the repeal of such 
discriminatory taxes could be offset by the removal of another 
form of tax discrimination. 


HIGHER TAXES MEAN HIGHER RATES 


It is not generally realized that the government is making more 
money out of the operation of public utility companies than the 
people who own them. Sidney P. Allen, chief editorial writer for 
the San Francisco Chronicle, shows how the burden of higher 
utility taxes thus bears down on not only the utility investor but 
also the utility consumer and the utility employee, suggesting a 
community of interest. 


THE REA CAPITAL CREDITS PROGRAM 


Several years ago the Federal REA brought forth the ‘Capital 
Credits Plan'’ whereby REA co-op members agree among them- 
selves that any payment above the cost of service shall be re- 
garded as capital furnished by the member customers to the co- 
op. The co-op credits such patronage capital on its books for 
eventual return. Here is an analysis by Franklin J. Tobey, Jr., of 
the Fortnightly editorial staff, of the Capital Credits Plan and 
its purpose, apparent and otherwise. 


WHAT THE STATE COMMISSIONERS ARE THINKING ABOUT 


The recent annual convention of the National Association of 
Railroad and Utilities Commissioners in Cleveland brought forth ° 
a number of important reports and pronouncements on various 
problems of public utility regulation. Thoughts and comments 
of these commissioners naturally constitute informative reading 
for all interested in public utilities. Here is a selection of the most 
thought-provoking excerpts, in actual text, taken from the ad- 
dresses and committee reports of the Cleveland meeting. 


* 


A | SO .. . Special financial news, digests, and interpretations of court and com- 
mission decisions, general news happenings, reviews, Washington gossip, 
and other features of interest to public utility regulators, companies, 
executives, financial experts, employees, investors, and others. 
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Joun S. ZINNSER 
Chairman of the board, 
Sharp & Dohme, Inc. 


Emerson P. ScuMipt 

Director of 

Chamber of Commerce of the 
United States. 


economic research, 


Perry Brown 
Commander, The American Legion. 


Mitprep McAree Horton 


Former president, Wellesley College. 


Roya A. Stipes, Jr. 
President, Illinois Chamber of 
Commerce. 


HERBERT Morrison 
Deputy leader, British Labor Party. 


WINSTON CHURCHILL 
Former Prime Minister of 
Great Britain, 


Epitor1AL STATEMENT 
The Wall Street Journal. 


E. E. Porrer 
Vice president, General 
Electric Company. 
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Baeble Cake 


“There never was in the world two opinions alike.” 





—MOoNTAIGNE 





” 
“A high level of earnings is the best job insurance any 
of us can have.” 


> 


“Government is composed of men no wiser and no more 
public spirited than others.” 


. 


“Individuals, communities, and states must learn again 
to stand on their own feet if this country is to be saved 
from going socialistic.” 


* 


“Healthy concern about serious problems is the badge of 
responsible maturity, but pity the man who faces every 
day and all the future with dismay.” 


¥ 


“The Hoover Commission’s economies, if enacted this 
year, offer the taxpayer one great opportunity to escape 
increased taxes or increased Federal debt.” 


* 


“All business is the nation’s business, and let that be 
understood. Private industry or finance that indulges in 
antisocial conduct will be pulled up fast and sharp.” 


* 


“Socialism has never succeeded anywhere in the world. 
The Socialist policy of nationalizing our industries, so 
far as it has been carried out, has failed in every case.” 


> 


“The new political economists, in their hearts, have no 
confidence in the people. The major premise of their 
argument is that if people are left to run their own affairs, 
things get in a terrible mess. Everything must be managed 
by the experts.” 


* 


“I believe that more competition is going to be good 
for our whole economy, Anything which restricts com- 
petition beyond a certain point, over too long a period of 
time, is dangerous to our economy. In spite of the grow- 
ing morass of government regulations and controls, we 
still have a highly competitive economy in this country.” 


12 
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OVER 10 BILLION FEET 


* 


INSULATED WIRE 


THAT’S HOW MUCH U. S. RUBBER HAS MANUFACTURED 
IN THE 20 YEARS SINCE LAYTEX WAS PERFECTED 


Laytex, 90% pure rubber insulation, is used 
in many U. S. wires and cables. For example, 
there is U.S. Control Wiring for every type 


of control, supervisory or metering problem. 
Because dependability is so vital in this 
service, U. S. engineers use Laytex insulation 
on the individual conductors of 600 volt 
control cable. MOREOVER, THERE HAS 
NEVER BEEN A REPORTED FAILURE 
OF LAYTEX INSULATED CONTROL 
CABLE IN ITS 16 YEARS OF MANU- 
FACTURE. It is Laytex that gives you a 
cable of such light weight, small diameter, 
and high resistance to moisture. 

For more information and sample write to 
Wire and Cable Department, United States 
Rubber Company, 1230 Avenue of the 
Americas, New York 20, N. Y. *Reg. U.S. Pat.og. 





SMALLER DIAMETER MEANS MORE 
CABLES IN A GIVEN SPACE 


ole) 
olele) 
OO 


U. S. Control Cable 
(7-conductor) insulated 
with Loytex 














REMARKABLE REMARKS—( Continued) 


Harvey L, Lutz 
Professor emeritus, Princeton 
University. 


EpitoRI1AL STATEMENT 
The Journal of Commerce. 


THOMAS S. HoLpEN 


Director, Commerce and Industry 


Association of New York, Inc. 


IRA MOSHER 
Chairman, finance committee, 
National Association of 
Manufacturers. 


RANDOLPH W. Hype 
Treasurer, Carnegie-Illinois 
Steel Corporation. 


Hoicar J. JOHNSON 
President, Institute of Life 
Insurance. 


EpMUND Ezra Day 
President, Cornell University. 
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“We shall be well advised to realize that there is not 
enough fiscal adrenalin in more spending (by government) 
to offset the loss of blood from heavier taxation. Healthy 
rejuvenation will come only through a reduction of gov- 
ernmental burdens.” 


* 


“Much would be gained, indeed, if the President’s chief 
economic advisers could convince official Washington that 
it may be possible to suspend the law of supply and 
demand for a while—but that no way has been found as 
yet to repeal it for good.” 


* 


“Federal sharing of deficit dollars with the states and 
with local governments during the depression emergency 
created the illusion that the Federal government has money 
resources which the states do not have, whereas the truth 
is that, to obtain cash; the Federal government can only 
tax the wealth and incomes of the residents of the forty- 
eight states.” 


* 


“The government is going to be in business a long 
time. What's more, the public wants the government in 
business, if you can believe the election results. Some 
folks still don’t. They were the folks who were all set 
to kick the government off the team entirely. You know 
the kind; they still want to argue whether labor unions 
are here to stay.” 


* 


“Having just experienced ten noncompetitive years, it’s 
a reasonable conclusion that approximately one-half of 
our management is without a true competitive experience. 
An even greater percentage are without a firsthand en- 
counter with a declining economy. To a degree, we have 
lost a generation of managers possessing those skills so 
important today.” 


> 


“The possession of a basic public relations philosophy 
is of far greater importance than the actual techniques 


‘ because a public relations consciousness will produce the 


techniques by second nature. On the other hand, those 
who concentrate on too high a development of techniques, 
overlooking the basic philosophy, may lose the objectives 
and misfire in the performance.” 


v 


“Never was there a time in which the qualities of truly 
democratic leadership were more critically important. Ex- 
cept as the common people are wisely led, the will of the 
people may be worked in such a way as ultimately to wreck 
the interests of the people. We face, therefore, the neces- 
sity of getting here and now in a country dedicated as 
ours is to the principles of democratic rule, a clear under- 
standing of the contribution which leadership must make 
if America is to remain both prosperous and free.” 
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SUPERINTENDENTS-& 


AVE... with these many 
money-saving features 


GINES . . . Of famous Dodge L-head design 
uve gas, oil, service expense. Full-pressure lubrica- 
ion, full-length cylinder cooling, and replaceable 
refitted main bearings reduce upkeep, prolong life. 


HASSIS . . . Super-friction clutches, with extra 
age frictional area; rugged 3-, 4- and 5-speed 
ransmissions; full-floating, hypoid rear axles give 
better performance, insure longer life. Cross-type 
teering permits sharper turning, easier handling. 
yclebonded brake linings (no rivets) insure safer 
stops, prolong lining wear. 


ABS ... Adjustable “‘Air-O-Ride” seats; roomy, 
vide-vision ‘‘Pilot-House” cabs, with rear quarter 
windows, wide seats and ‘‘All-Weather”’ ventilation, 
insure maximum vision, comfort and safety. 


Tor the good of your business — 


Switch to O 


"Bob Rated 


You save money when you buy Dodge 
*“‘Job-Rated”’ trucks! 
There are two reasons for this: 

1. Your truck has more money-saving 
features than any other make of 
truck built. Many of these are 
exclusive Dodge features. 

. Your “Job-Rated’’ truck is built to 
fit its job. And trucks that fit the 
job save on operating costs. They 
last longer! 

Read (at left) a partial list of Dodge truck 
features that are important to you. Then— 
see your Dodge dealer for 

all the reasons why a Dodge 

‘‘Job-Rated”’ truck (priced 

with the lowest) is the best 

truck investment for you! 





ODGE. 
TRUCKS 
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CHOY Slang 


THE BABY DIGGER 
N[fodlel 92 


A SMALL—COMPACT—FAST—STURDY TRENCHER 


WITH TRENCH CAPACITIES OF 10’ TO 20” WIDE, 0’ TO 5’ DEEP 
BUTOR OR 0 


vs 
SY 


THE CLEVELAND TRENCHER CO. 


DO ST. CLAIR AVENUE . CLEVELAND 17. OHIO 
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AUTOMATIC CONTROLS 
FOR INDUSTRIAL APPLICATIONS 
REQUIRING POSITIVE CONTROL 
OF PRESSURE, TEMPERATURE, 
i LIQUID LEVEL ETC. 5 


% SIMPLE TO ADJUST FORTHE ¥® 


x SPECIFIED OPERATING RANGE % 


MERCOID CONTROLS ARE EQUIPPED 
WITH MERCURY SWITCHES, THEREBY 
INSURING GREATER SAFETY, BETTER 
PERFORMANCE AND LONGER CONTROL LIFE 


A WRITE FOR CATALOG GOOS5, > 


THE MERCOID CORPORATION 
4201 BELMONT AVE. CHICAGO 41, ILL 
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O 
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O 
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Can You Be Confident? 


F in conjunction with your next annual meeting— 

or at some contemplated special meeting—pro- 

posals other than routine are to be voted upon—to raise 
debt ceiling—authorize new securities—grant conversion 
privilege for convertible bonds, etc.—can you feel con- 
fident that your stockholders will support management’s 
recommendations with adequate votes of approval—on 


time? 


Such an important meeting frequently merits pro- 
vision of special handling—utilizing the services of our 


proxy soliciting organization as a form of insurance that 
the meeting will be successfully held on scheduled date. 


Our record of performance for the utility industry 
is outstanding. We invite your inquiry for additional 
information. 





National or Sectional Coverage 





+ o 


DUDLEY F. KING 


Associates: JOHN H.C. TEMPLETON * CHARLES A. NICHOLLS «© PHILIP H. CARPENTER 


70 PINE STREET, NEW YORK &, NEW YORK 
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fH NEW EA: IDE-MANCHEX BA (TERY 


PERFORMANCE “ee ECONOMY 


tion Service 


POWER... 
for Central Sta 





An important feature of the new 
Exide-Manchex Battery is the 
famous manchester positive plate 
with its unique lead button con- 
struction. The buttons, rolled 
strips of corrugated lead, are 
pressed into holes of the lead- 
antimony grid. Forming action 
expands the buttons and locks 
them securely in place. Only a 
comparatively small portion of 
the total lead is formed initially 
into active material...the re- 
mainder is available for gradual 
conversion in service. 


| 
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Negative plates, separators and 
other elements are designed to 
match the long life and efficiency 
of the positive plates. All combine 
to provide a battery of excep- 
tional power and long-lasting 
trouble-free performance. 


Use Exide-Manchex Batteries for 
switchgear and control bus opera- 
tion, emergency light and power, 
and other storage battery services. 
It will provide up to 100% more 


> capacity in the same given space. 
1888 
DEPENDABLE BATTERIES FOR 61 YEARS 
: 1949 
THE ELECTRIC STORAGE BATTERY 
PANY 


BATTERIES a. Napa 


“Exide” Reg. Trade-mark U.S. Pat. Of. 
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Little blocks, say 2’’ x 4’ x 8”, don’t pile up very 
fast. 


We hang walls up in sizable panels. 


And that is an easy way to understand why 
Robertson’s real product is time. 


We make walls that are hung in place. We make 
them complete with insulation when the panels 
are delivered. We engineer them piece by piece 
in advance at the factory. We put expert crews on 
the job to place them. 


We make time, now, when time is the essence. 
We save days and weeks in finishing a building 
for use, because years have been put into the 


development of these unique skills. 


Quick is the word we practice. 


make 


LL, 


time! 








Q-Panels are fabricated from Galbestos, alumi- 
num, stainless steel, galvanized and black steel 
in lengths up to 25'. 


Q-Panels, 3" in depth with 11%" of incombusti- 
ble insulation, have a thermal insulation value 
superior to that of a 12"' dry masonry wall with 
firred plaster interior. A single Q-Panel with an 
area of 50 sq. ft. can be erected in nine minutes 
with a crew of only five men, and twenty-five 
workmen have erected as much as an acre of wall 
in three days. 


Q-Panel construction is quick, dry, clean, and 
offers an interesting medium of architectural 
expression. 


H. H. ROBERTSON CO., PITTSBURGH, PA. 


2424Farmers Bank Building cS GP, FE Offices in 50 Principal Cities 


Pittsburgh 22, Pennsylvania World-Wide Building Service 
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T* | q U. S. Radio Manufacturers Association and Canadian Radio Manufacturers Associa- 
tion will hold joint board meeting, White Sulphur Springs, W. Va., Sept. 15, 16, 1949. 





{ Public Utilities Association of the Virginias will hold annual meeting, White Sulphur 
Springs, W. Va., Sept. 16, 17, 1949. 


_ 





of) 
® 


National Butane-Propane Association will hold annual meeting, St. Louis, Mo., Sept. 
19-21, 1949. 





Michigan Independent Fa paaead Association will hold annual convention, Lansing, 
Mich., Sept. 22, 23, 19 





American Bar Association begins annual convention, St. Louis, Mo., 1949. 





American Water Works Assn., N. Y. Section, begins meeting, Cooperstown, N. Y., 1949. 
| Midwest Gas Association school and conference begin, Ames, lowa, 1949. 








Pacific Coast Gas Association begins annual convention, Santa Barbara, Cal., 
1949. 


a 





American Water Works Assn., Minn. Section, be, gins meeting, Minneapolis, Minn., 1949. 
Western Assn, of Broadcasters begins annual meeting Banff, Alberta, Canada, 1949. 





New Jersey Gas Association will hold one-day annual convention, Spring Lake, N. J., 
1949. 





American Transit Association will hold annual convention, Atlantic City, N. J., Oct. 
2-6, 1949. 





Rocky Mountain Electrical League begins fall convention, Estes Park, Colo., 1949. 


|= |sle/|* 








| Instrument Society of America begins annual convention, St. Louis, Mo., 1949. 


a 
w 
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-w England Water Works Association begins meeting, Divville Notch, N. H., 1949. 


~ 





Missouri Valley Electric Association begins rural round tabir Kansas City, Mo., 1949. 
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Power undet.the Palms 


Sarasota plant of the Florida Power & Ligh? Company 











Photo ty Florida News & Photo Service 
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Is the I'VA a Yardstick 


For Other Authorities? 


Some spokesmen for river development apparenily think so. 

At least they do not want regional setups in their states, if that 

means subjection to the same rigid policies that prevail in the 
Tennessee valley. 


3y T. N. SANDIFER* 


ROPOSED new Federal river valley 

“authorities” may face launching 

by the administration in a differ- 
ent climate from that which greeted 
the Tennessee Valley Authority in its 
early days. 

The changed atmosphere may great- 
ly affect the actual conduct of such new 
development activities, and perhaps 
their scope. Support for such reasoning 
is found in certain background situa- 
tions in TVA, and the fact that the 
latter agency is being quietly challenged 


*Technical editor and business journalist, 
Washington, D, C 
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in some of its practices, There is also 
the fact that spokesmen for some areas, 
where valley development has been pro- 
posed, have said they do not want a 
regional authority in their states if it 
means being subjected to the same 
rigid policies they have observed in 
TVA administrative procedure. 

The situation adds up to an apparent 
hole in the TVA dike, which that 
agency has been trying to plug since 
1946, and so far has succeeded. TVA 
conceives itself as a quasi-autonomous 
government (subject to over-all con- 
gressional approval, of course), dedi- 
SEPT. 1, 1949 
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cated to a social experiment which 
could only be carried forward success- 
fully as long as TVA was autonomous. 
That much we have from its friends, 


and we get the same view of the 
agency’s approach to its job, in the 


various fights which its spokesmen 
have had in front of congressional 
committees. 

Thus, certain Federal programs are 
admitted to the TVA domain—price 
support operations are welcome, for in- 
stance; and other Federal spending ac- 
tivities are received over the borders, 
provided TVA is allowed to administer 
the funds. That may not be quite the 
language in which TVA representa- 
tives put the matter at Washington, 
but it is fairly evident in actual practice. 

Not only from TVA, but from its 
friends, there is reflected the adminis- 
trative approach in the valley that con- 
siders it essential that TVA enjoy a 
decentralized administration—another 
word for autonomy—so that it can 
make its decisions in the valley. In 
other words, no outside interference. 
This philosophy is applied on questions 
of flood control, soil conservation, re- 
forestation, and others. 


AS one supporter of TVA put the 
matter, if there should come a 
time when all agencies of the govern- 
ment insist on operating in TVA, with- 
out reference to the unified command 
in the valley, it ceases to be TVA. 

Thus TVA has its own personnel 
recruitment, apart from the Civil Serv- 
ice which passes civilian workers into 
other Federal employment. It has its 
own land acquisition procedure, and 
many other activities. 

The constant problem at TVA is 
how to preserve this régime. And it is 
SEPT. 1, 1949 


just such policies that have caused those 
in other sections, where a similar ay. 
thority may be contemplated, to say 
in meeting that they don’t want it that 
way. 

This philosophy has been set out in 
some detail here, because it is now 
under challenge from other Federal 
agencies, and beginning to be opposed 
actively from within the TVA area it- 
self. 

Congress was expected in this ses- 
sion to iron out the interagency diff- 
culty mentioned, but did not do so, 
And now, confronted with this stale. 
mate at Washington, people within the 
borders of TVA are taking matters 
into their own hands. 

The situation is worth recounting as 
illustrative of a new public attitude 
that may be awaiting further attempts 
at Federal regional development. Wel- 
come as these may be to the people con- 
cerned, if signs are read correctly, these 
future operations will be conducted on 
a different basis from that cited in the 
case of TVA. 


ve Federal activities, as stated, 
particularly those with any fair 
amount of benefit to dispense, are 
tolerated in the TVA area. Others are 
not. Among the latter is the Soil Con- 
servation Service. It may be strange 
that one Federal agency cannot go into 
a territory marked off by another such 
agency for its own, and do the job it 
was set up to do by Congress. 

That happens to be the case, but it 
is no stranger than the reasons back of 
TVA’s opposition. Soil conservation 
agents can enter TVA’s domain and 
conduct operations, but only under 
TVA command, and as TVA wants the 
job done—not as the SCS sees it. TVA 
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is willing to have technical assistance 
furnished in this manner. But there is 
a positive difference of opinion as to 
how good a job TVA is doing in this 
field. 

There are authorities on the subject 
who do not believe TVA has made 
effective use of its opportunity there, 
and they see better progress in actual 
soil conservation in other areas, where 
the service operates unhampered by 
any regional administrative viewpoint. 
Thus, a proposal sometime back that 
Soil Conservation Service technicians 
be supplied to work in the valley, but 
under county agents there, was re- 
jected. Opposition also was registered 
to proposals that these conservation ex- 
perts be placed under TVA when op- 
erating in the valley. 

Instead, sentiment in a recent closed 
meeting where the matter was being 
considered, primarily by soil conserva- 
tion men, was in favor of TVA per- 
mitting farmers in the valley to or- 
ganize the type of soil conservation 
districts recommended by SCS. 


S Bose is the real nub of the situa- 
tion. TVA doesn’t want farmers 
in the valley organizing soil conserva- 
tion districts along the lines recom- 
mended by SCS. 

The reason is that such districts are, 
by law, semiautonomous themselves. 
A soil conservation district can choose 
leadership from its own ranks. It can 


call in state or Federal aid from other 
agencies. In short, it can do just what 
friends of TVA have said TVA 
doesn’t want, because if it happens, 
there wouldn’t be TVA any more. So, 
since 1946, TVA has opposed the type 
of soil conservation program which is 
being operated in other parts of the 
country, and, as some experts believe, 
to better effect than similar projects in 
TVA itself. 

But, there is growing evidence that 
some communities in TVA are also 
tiring of this TVA refusal to admit the 
soil conservation people, on the latter’s 
terms, They have concluded in favor 
of the regular soil conservation pro- 
gram. 

In the past, there was apparently 
nothing much they could do about it. 

Now, however, in those sections of 
North Carolina coming within TVA, 
the people are doing something. Some 
districts have been organized, accord- 
ing to reliable authority, with a suff- 
cient number of actual farmers in their 
ranks, to represent the sentiment of the 
community. 

Petitions are coming to Washington 
from such groups, asking formal 
recognition by Soil Conservation Serv- 
ice, which would mean, TVA or not, 
the SCS would be required, under the 
law, to work with those districts. 
Chances are believed excellent that the 
new groups will be so recognized. 
Thus, a start has been made. 


b] 


“SoiL conservation agents can enter TV A’s domain and 
conduct operations, but only under TVA command, and as 
TVA wants the job done—not as the SCS sees it. TVA is 
willing to have technical assistance furnished in this manner. 
But there is a positive difference of opinion as to how good a 
job TVA is doing in this field.” 
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é gene states in TVA are believed 
ready to take a similar course. 
This is a new sign of independence, it 
is true. But, as pointed out earlier, 
TVA came on the scene under different 
conditions than those prevailing today. 
In the depression era, the willingness 
of Federal authority to “take over” 
was everywhere in evidence, and the 
willingness of the public to accept such 
authority was equally plain. 

Today, whatever they feel about 
TVA, those who see certain rural de- 
velopment activities being conducted 
in a way that looks better than it does 
in TVA, are more likely to speak out— 
and are speaking. 

The departments are speaking up, 
too. At one stage in the interagency 
dispute, for instance, one top official 
said pointedly that his department was 
unable to accept the viewpoint that any 
essential difference exists in the prob- 
lem of TVA and over the country as 
a whole, as respects that particular 
matter. 

This is heresy in TVA. It challenges 
TVA’s whole approach—namely, that 
its regional development job was so 
inherently new; such an experiment, 
that it had to be done just so, and no 
other way. 

Congress may have to settle such 
issues not only for TVA—in fact, the 
revolt now blooming in North Carolina 
may force the issue along—but for the 
authorities that may come later. The 
difference of viewpoints is already ap- 
parent in certain developments in TVA 
as compared with other sections, ac- 
cording to some expert observers who 
have reported. 


, I ‘HESE have professed to find the 


engineering phases of the TVA 
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program far ahead of agricultural 
phases. As one such authority said, he 
saw very little strip-cropping in the 
valley, but one example that struck him 
as excellent, he attributed to the in- 
fluence of similar practices in a near-by 
Soil Conservation district in Virginia, 
where doubtless it had been observed 
by valley farmers. 

Whereas the SCS specialized in its 
field, another expert visitor reported, 
he found a county agent in TVA, who 
was expected to lay out a soil conserva- 
tion plan, who was, in fact, a specialist 
in animal husbandry. Which was quite 
a different field. 

However, the issue is a broader one 
than mere settlement of differences he- 
tween TVA and Soil Conservation 
Service, or any other one such agency. 

The National Resources Planning 
Association, a nonprofit and nonpoliti- 
cal group for economic surveys, has 
just suggested that TVA may hold 
many features for incorporation in a 
much larger program of regional de- 
velopment in the South; may, in fact, 
be worthy of complete duplication in 
other such experiments. 

“The Tennessee Valley Authority,” 
said this agency, “represents the most 
ambitious and far-reaching attempt the 
Federal government has ever made to 
bring about the codrdinated, integrated, 
long-range conservation and develop- 
ment of the natural resources of a large 
area.” 

“The success of the TVA in its own 
area,” said the association (“The Im- 
pact of Federal Policies on the Econ- 
omy of the South”), has suggested to 
some the possibility of undertaking 
similar projects in other parts of the 
South.” 

The association reported that “the 
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Duplication of TVA 


cé HE National Resources Planning Association, a nonprofit and 

nonpolitical group for economic surveys, has just suggested that 
TVA may hold many features for incorporation in a much larger pro- 
gram of regional development in the South; may, in fact, be worthy of 


complete duplication in other such experiments.’ 


, 





peculiar contribution of TVA has been 
the unique pattern of governmental ac- 
tivity which it has established in the 
field of resources development.” 

“It has codrdinated many activities 
of Federal, state, and local govern- 
ments, and has eliminated overlapping. 
It has brought about an integrated de- 
velopment of resources which would 
not have been possible under any other 
arrangement.” 


A Gordon Clapp, chairman of the 
board, TVA, has expressed it, in 
doing this “TVA has developed and 
used procedures which are admittedly 
different in many respects from the 
traditional practices of many govern- 
ment departments.” 

Mr. Clapp rejects the view of other 
agencies that there is no “essential 
difference” between the situation in the 
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Tennessee valley and other areas of 
the country, as respects federally di- 
rected resource development. 

And he points out, “This is the only 
area where a regional agency exists.” 

“In this area alone the farmer now 
receives the services of the county, 
state, and Federal programs through 
a single channel.” 

The idea that there is no such differ- 
ence, says Mr. Clapp, “is a stock canard 
used by those who are troubled by the 
mere existence of TVA and irritated 
by the fact that it is different, and suc- 
cessfully so.” Also, “it is heard fre- 
quently from those who support the 
TVA idea in principle but are enam- 
oured of their specialism more. The 
Corps of Engineers and their partisans 
argued that this river should be de- 
veloped by the same agency charged 
with development of other rivers. 
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“Every year we are assaulted at one 
point or another with the cry that 
‘TVA should not be different.’ ” 

It is the view of TVA officials and 
of some congressional friends that the 
TVA Act specifically establishes such 
autonomy, and provides for the chan- 
neling of other Federal activities over 
TVA desks. 


iow emphasizes the question which 
must inevitably be settled in any 
further river valley region development 
programs, as to how far the TVA 
pattern will be followed, or accepted by 
those who are most closely concerned. 

Representatives of certain eastern 
river areas have already made them- 
selves plain in meeting. The restiveness 
of some TVA communities at re- 
straints formerly tolerated is becoming 
manifest at Washington, if not TVA. 

The resentment of politically in- 
fluential agencies of other branches of 
the government at being excluded from 
doing their work in TVA except on the 
pattern, and under domination of TVA 
authorities or their agents, is no longer 
a secret in Washington. 

A typical reference to the situation 
came up in hearings on the new agri- 
cultural appropriations. A Soil Con- 
servation Service witness was being 
questioned about the effectiveness of 
the program. A member of Congress, 
referring to Tennessee, asked the wit- 
ness if the Tennessee area was not 
handled by the TVA. 

“That is right,” the witness replied. 
“There has not been much encourage- 
ment of soil conservation districts 
within the area of the Tennessee Val- 
ley Authority.” 

The situation was evidently given 
extensive consideration by the Hoover 
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Commission in its recommendations 
for making government agencies more 
efficient. This commission proposed 
that the Soil and Water Conservation 
Service, a somewhat broader activity 
from the present SCS, be authorized 
to administer Federal programs under 
this heading, and said: 

“Since much soil conservation work 
is of a regional nature that requires 
coordination in planning, and since 
regional and state programs require 
integration with a national conserva- 
tion plan, the responsibility for co- 
Ordination will be in this service. 

“Tt will determine within the frame- 
work of applicable laws the basis and 
standards for, and will be responsible 
for, administration of such agricul- 
tural conservation program payments 
as are authorized . . .,” etc. 


A™ of which is not to say that TVA 


spokesmen have accepted the 
views of outside agencies or experts 
that their job isn’t being done just ex- 
actly as it should be. On the contrary, 
TVA feels that its own way is best, and 
makes no bones of its views whenever 
the issue has risen. 

In consideration of future region 
development programs, it can be ex- 
pected that the example of TVA will 
be strongly urged by proponents of this 
type of Federal activity. 

The National Planning Association 
report, passingly mentioned here, in 
fact, recommends full development of 
the water-power potential of the 
southern states, as a fundamental in 
bringing that region to full realization 
of its industrial possibilities. On the 
whole, the report finds rather in favor 
of TVA in its rdle of developer; the 
commission infers it has not over- 
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looked some aspects of TVA account- 
ing practices, and it appears to recog- 
nize the question that relative taxation 
of private utilities and TVA operations 
complicates the situation. 

Proponents of expansion of Federal 
regional development doubtless will 
use this, as well as other outside reports 
and surveys, when the time comes. And 


other Federal agencies, it may be as- 
sumed, will attempt, as they are now 
trying, to insure that their own roles 
will not be shut out. To the extent that 
these other agencies hold a popular in- 
terest, it may be expected that serious 
efforts will be made to shape future de- 
velopment programs more to the de- 
mands of modern public sentiment. 





ed gre management has the burdensome responsibility 

which arises out of the very nature of its job, its col- 
lective power, and its position of trust to operate business in 
such a manner that it will serve to the best advantage the best 
long-range interests of the public at large. And if it fails, 
through ignorance, negligence, incompetence, or greed, the pub- 
lic will demand change and may, as history so clearly shows, 
grasp the first or most plausible change at hand without regard 
to whether that change is progressive or retrogressive. 

“This is a very large order for management and demands 
a change in our manner of executive training. Top management 
must have an intimate working knowledge of economics, a work- 
ing knowledge of social forces, and must be possessed of a 
strong social conscience. 

“Do not misunderstand. Management cannot take all of the 
responsibility. There are other forces in our society. But man- 
agement collectively is the most powerful single force; is or 
should be, the smartest; is, with the agriculturists, the most 
practical; knows how to get things done; and is in a place of 
power. 

“Business management must, because of these things, take 
the lead or we shall have a different economic and social system. 

“But here is the heartening thing: The great emergency phe- 
nomenon in the field of management is that enlightened manage- 
ment is becoming aware of the full breadth of its responsibili- 
ties to society.” 

—Tuomas Roy JONEs, 
President, ATF, Inc. 
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Trackless Trolleys and the 
Electric Business 


The steady trend in substitution of trackless vehicles for street 

railway transit service in our American cities raises the question 

of the electric utility industry’s stake in retaining these transit 

companies as large-scale customers. The trackless trolley sug- 

gests a way for continuing close affiliation beiween these two 

major public utility industries which has always characterized 
their relations in the past. 


By ROSCOE AMES* 


VERYBODY in both the electric util- 
ity and transportation industry, 
who is familiar with the good old 

days in both lines of business, knows 
that there has always been a close com- 
munity of interest between the two. 
Very often the electric utility compa- 
nies sprang into existence as offshoots 
from street railway company parent- 
age. In many cases these electric com- 
panies were created primarily to gen- 
erate power for the streetcars, and, in- 
cidentally, sell the surplus to the public. 
In some cases these subsidiary children 
grew up and flourished to such an ex- 
tent that they were able to take care of, 
or offset, the diminishing earning 
power of their parents in recent years. 

But the trend toward substituting 
automotive vehicles for street railway 


*Writer of business articles, Washington, 
hn 
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cars, which is still continuing, threatens 
to divorce this happy relationship of 
once mutual profit. Where streetcar 
companies switch to automotive bus 
equipment, powered with gasoline or 
Diesel engines, the electric utility 
stands to take a loss on the power load 
once used by the streetcars. Substitu- 
tion of trackless trolleys makes it pos- 
sible to continue much of this load and, 
also, make considerable use of standing 
equipment, such as trolley poles and 
wires. And what is more important 
(from the standpoint of public interest 
and industry economics), the records 
seem to show that the trackless trolley 
has a better chance of doing this at a 
profit, compared with other types of 
equipment. 

This is no special plea for any par- 
ticular type of manufactured equip- 
ment. It is merely a suggestion that the 
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electric utility industry might well take 
a look at the record and consider 
whether it is worthwhile to go after the 
trackless trolley business, as a matter 
of electric industry interest. 

Of course, in this present day of 
somewhat politically emphasized “pow- 
er shortage” the loss of the former trac- 
tion load, through substitution of auto- 
motive equipment for streetcars, may 
not seem so important. Yet the electric 
industry, judging by recent forecasts 
and speeches of its leading executives, 
already has such a large amount of 
plant expansion “in the works” that 
new large-scale customers will be wel- 
come in many areas by the end of 1950. 
Many power companies are now active- 
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ly training and enlarging their sales 
forces, It would seem to be none too 
early, therefore, for the electric indus- 
try to consider the systematic develop- 
ment of a relatively secure large-scale 
class of customers for power—via trol- 
ley coaches. 


The Financial Record 


sim hand picking any figures, 
it is submitted that the following 
financial statistics of three transit sys- 
tems speak for themselves. They are 
the Kansas City Public Service Com- 
pany, the Brooklyn Trolley Coach and 
Bus Division of the New York City 
Board of Transportation, and the Mu- 
nicipal Railway of San Francisco. 


CONSOLIDATED INCOME ACCOUNT FOR THE YEAR 
Ended December 31, 1948 


OPERATING REVENUE: 


Railway 
POD: bids tvebeecacaaane $5,662,879.94 
CHUN widike cid chasudccee satcaen 199,743.83 


OPERATING EXPENSE, ex- 
cluding employees’ participation 
in net income: 

Way and structures 
Equipment 
Motive power (electricity and 


CID nbs cen neNeucsaus 623,677.78 
Conducting transportation .... 1,914,239.63 
PEE Gade ct scounenverest een 38,206.57 
Provision for injuries and dam- 

WU cp race uahione staveh 555,921.65 
Provision for depreciation ... 577,017.97 
Taxes, other than taxes on in- 

er eee 297,936.86 
General and miscellaneous .... 459,139.72 

$5,335,628.01 





OPERATING INCOME, before 
employees’ participation 


$ 499,130.61 
370,357.22 


$ 526,995.76 








Motorbus Trolley Bus Together 
$4,372,889.78  $2,996,662.35  $13,032,432.07 
66,295.71 15,688.82 281,728.36 
$4,439,185.49  $3,012,351.17  $13,314,160.43 





$ 80,841.71 $ 73,162.59 $ 653,134.91 


557,438.16 266,302.48 1,194,097.86 
524,174.60 291,171.17 1,439,023.55 
2,276,822.19 1,024,395.19 5,215,457.01 
23,033.30 15,771.32 77,011.19 
241,717.59 248,140.83 1,045,780.07 
410,130.25 187,032.58 1,174,180.80 
221,199.58 145,711.72 664,848.16 
343,290.78 222,777.68 1,025,208.18 





$4,678,648.16 $2,474,465.56 $12,488,741.73 





$ 825,418.70 


$ (239,462.67) $ 537,885.61 








NONOPERATING INCOME ...........-5- 
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5,368.02 
$ 830,786.72 
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MunlicipAL RAILWAY OF SAN FRANCISCO 
FINANCIAL RESULTS OF OPERATIONS BY TYPES OF SERVICE + 
Fiscal Year Ended June 30, 1948 


Electric 
Streetcar 
$12,659,719.92 


Total Revenue 


Motor 
Coach 


$4,444,594.57 


Cable 
Cars 
$555,016.49 


System 
Total 


$18,321,581.91 


Trolley 
Coach 


$662,250.93 





$11,219,353.52 
744,780.25 
788,330.40 
81,225.93 
133,525.97 
17,552.68 


Operating Expenses .. 
Depreciation 

Accident Reserve ..... 
Interest 

Nonoperating Expense . 


$4,772,104.38 
283,451.77 
432,664.82 
8,143.88 
46,658.70 


$490,052.98 
40,185.27 
63,960.13 76,900.95 
187345 4,210.23 
9430 9:964.99 


$594,960.31 
19,424.16 


$17,076,471.19 
1,087,841.45 
1,361,856.30 
95,453.49 
190,243.96 
17,552.68 





Total Deductions ... 


$12,984,768.75 $5,543,023.55 


$596,166.13 $705,460.64 $19,829,419.07 








Net Income 
Loss) 


Bond Redemption .... 100,000.00 


(Loss) 


~ ($325,048.83) ($1,098, 428.98) $ 66,084.80 ($150,444.15) ($1,507,837.16) 
(Profit) (Loss) 


(Loss) 





Surplus or Deficit .. 
(Loss) 


Two things are worthy of note in 
this Kansas City statement: First the 
comparison of the motorbus operating 
deficit, with the more than half-million 
operating income of the trolley bus. 
The second noteworthy comparison is 
the percentage of operating expenses, 
incurred in the purchase of electricity 
in the railway department, as compared 
with the trolley bus. In both cases, the 
ratio is similar—the bill for electricity 
being a little more than an eighth of the 
entire operating expense account for 
the railway department and a little less 
than an eighth of all expenses of the 
trolley bus department. The implication 
here is that trolley busses will make 
just about as good a customer for the 
sale of electric power as the streetcars 
which they may supersede, 

The striking feature about the fore- 
going financial report is the loss shown 
in everyone of the four departments of 
the San Francisco Municipal Railway 
department system except the trolley 
coach department, which shows a 10 
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($425,048.83 )($1,098,428.98) $ 66,084.80 ($150,444.15) ($1,607,837.16) 
(Loss) (Profit) 


7 


(Loss) (Loss) 


per cent profit out of the total revenues, 
It goes without saying that the pros- 
pects of the trolley bus being a success- 
ful and profitable customer for the 
electric power industry is just as impor- 
tant as the chances for it becoming at- 
tached as a customer at all. Unprofit- 
able operations do not mean a very 
secure patronage, over the long run. 


Must the Tracks Come Up? 


AS for the continuing trend in sub- 
stitution in trackless vehicles for 
street railway transportation, there can 
be no doubt. Postwar downtown con- 
gestion in most American cities, as well 
as the expanding suburbs and satellite 
communities resulting from postwar 
housing construction, have increased 
the pressure on transit companies and 
municipal authorities to do away with 
all factors contributing to traffic bottle- 
necks. Vehicular parking and inflexi- 
ble streetcar trackage are certainly 
prime factors. 

Our automotive revolution did not 
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change city streets. The streets of the 
big city and the streets of the little town 
remained the same. Instead of being 
made over they were macadamized, As 
more and more cars were pumped into 
downtown areas, slowly the arteries 
began to harden. 

And today, the average vehicle speed 
in congested streets is 3 miles an hour 
—7 miles an hour slower than Old 
Dobbin used to go! 

Many Americans, especially those 
who live in and around cities, accept 
the ever-increasing trend to the sub- 
urbs as a matter of course. Traffic en- 
gineers and city officials, on the other 
hand, do not treat it so lightly. Charles 
M. Noble, New Jersey state highway 
engineer, feels that if this exodus isn’t 
curbed, “stagnation, decay, and finally 
bankruptcy” will result. He stated not 
long ago: “Investment in buildings, in- 
dustrial plants, homes, parks, schools, 
water supply, and all improvements 
which make up modern metropolitan 
areas runs into billions of dollars. To 
jeopardize this high investment is un- 
thinkable.” 

Guy Hecker, executive manager of 
the American Transit Association, re- 
minded city officials recently that they 
must face the sad fact that “remedies 
used to ease the traffic problem have 
not worked.” Despite the tremendous 
sums ladled out in the past, he added, 
traffic congestion still ‘continues to 
cripple the life stream of the cities. 


ly there an alternative? Yes, say city 
planners. They sum it up this way: 
“Cities must encourage moving people 
not vehicles. In other words, people 
must be wooed into riding by transit 
instead of by private auto on car- 
choked city streets. The argument is 
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backed up by some convincing figures. 
The average auto, according to a na- 
tional survey, carries only 1.7 persons. 
This means that two-thirds of the avail- 
able auto space is going to waste. 
Twenty-nine cars, therefore, are 
needed to carry but fifty persons. These 
fifty people could all be carried in one 
public transit vehicle ; whereas a person 
iti a moving auto takes up 500 feet of 
street space, the same person in a mov- 
ing bus, trackless trolley, or streetcar 
uses but 70 square feet. 

Many motorists ask: “Why don’t 
cities build more garages and parking 
lots?’ The answer is that there is little 
space available for such construction. 
That which is available usually is pro- 
hibitively priced. In cities where down- 
town property has been turned over to 
parking concessions, the actual number 
of cars which can be accommodated 
makes but a meager dent. 

Certain measures taken by New 
York to curb traffic congestion are 
worth noting. About two years ago, 
city hall announced there would be no 
more curb parking in much of midtown 
and downtown Manhattan. The pur- 
pose of the ban was to speed up traffic 
on such important arteries as Fifth 
avenue and Broadway, 


it has proved to be quite successful 
although many streets still get 
gummed up with discouraging regu- 
larity, due mostly to inadequate en- 
forcement of traffic regulations. 

The old World’s Fair parking lot in 
Flushing Meadows has been opened to 
Manhattan-bound commuters. Drivers 
are asked to park here, free of charge, 
and take a subway the rest of the way 
to town. This plan, dubbed “outskirt” 
or “fringe” parking by traffic experts, 
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is regarded as sound, because it filters 
off the cars before they reach the con- 
gested zones. 

San Francisco has long been badg- 
ered by traffic snarls and inadequate 
public transit. Shortly, both may be 
things of the past. The citizens can be 
given credit for attempting to wipe out 
the city’s congestion. 

About a year ago, San Franciscans 
were asked to vote “yes” or “no” 
whether they wanted a $20,000,000 
transit modernization program put 


e 


in the works, The ballots showed they 
wanted the program—overwhelmingiy. 

The city is now in the process of buy- 
ing 411 trackless trolleys, 55 stream- 
lined streetcars, and about 200 motor- 
buses. Some day, soon, San Francisco 
residents will be riding from the water 
front to the top of Russian Hill in up- 
to-date, comfortable transit vehicles. 

Here’s what Walter H. Blucher, top- 
flight planning engineer and executive 
director of the American Society of 
Planning Officials, says : 


BROOKLYN TROLLEY COACH AND BUS FIGURES FROM 
“TRANSIT RECORD” MAY, 1949 


(OrrictaL PusLication oF NEw York City Boarp or TRANSPORTATION) 
Trolley Coach—*September 16, 1948, to February 28, 1949 
Bus—July 1, 1948, to February 28, 1949 


REVENUES AND EXPENSES 


Per Cent of Operating 


Brooklyn 
Trolley Coach 


Operating Revenues 
Passenger Revenue 
Advertising and Other Privileges .. 
Miscellaneous 


0.39 
0.18 


100.00 


Total Operating Revenues 


Operating Expenses and Rentals 
Maintenance of Way and Structures 
Maintenance of Equipment 

(Incl. Inspection Labor) 
Deferred Maintenance 
Power (Fuel and Lub. for Busses). . 
Operation of Vehicles 
Injuries and Damages Expended ... 
Injuries and Damages Deferred .... 
General and Miscellaneous 

(Incl. Traffic) 

Total Operating Expenses 
Operating Rentals 


Total Operating Expenses and 
Rentals 


Income from Operation 
Nonoperating Income Interest 


Excess of Revenues over Operating 
Expenses 


18.91** 


Cents Per Revenue 
Vehicle Mile 
Brooklyn Brooklyn 
Trolley Coach Bus 


Revenue 
Brooklyn 
Bus 


55.51 
0.21 
0.18 


55.90 


99.31 
0.38 
0.31 


100.00 


67.12 
0.27 
0.12 


67.51 








0.73 
6.72 


0.33 
19.57 


0.58 
35.01 


1.17 
8.51 
56.81 
6.08 
3.89 
5.78 


117.83 
2.60 


4.66 
34.90 
0.35 
4.76 
2.68 





54.80 





120.43 
D20.43t 
0.08 


54.80 


12.71** 
0.05 


D11.427 
0.05 


D20.35f 12.76** D 11.377 


*Start of Trolley Coach Operations. **Profit. +Loss. 
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ONT? long ago, the two news- 
papers in Milwaukee took a 
crack at me because I suggested that 
careful consideration ought to be given 
to other forms of transportation before 
spending a very large sum of money 
for the construction of two express- 
ways. The situation in Milwaukee is 
similar enough to that of any other 
American city to warrant a brief de- 
scription. In that city, the two news- 
papers are strongly in favor of the con- 
struction of two expressways, I do not 
know how much those expressways will 
cost, but I have seen estimates running 
as high as $100,000,000. I do not know 
what the city’s share of the cost will be, 
but I have been told that Milwaukee’s 
share might run as high as $40,000,- 
000. 

“Here is a conservative city which 
previously operated on a ‘pay-as-you- 
go’ basis... . 

“The policies that prevailed during 
the days of the horse-drawn vehicle 
still prevail in some cities. Transit com- 
panies are forced to maintain the space 
between the tracks, although the space 
is usually filled with automobiles. Auto- 
mobiles line the tracks ahead of street- 
cars, and double park, preventing their 
movement. So, although we have a 
modern streetcar which can move 
rapidly, it isn’t permitted to move 
rapidly, and half of its usefulness is 
thus destroyed. As a consequence, the 
transit companies have gone over to 
trolley coaches and busses. There have 
been many rationalizations which from 
their standpoint are sound. The orig- 
inal cost is inexpensive and, particular- 
ly in the case of electric trolley coaches, 
maintenance and operation are com- 
paratively inexpensive, and there is 
greater freedom of movement. 
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ag | HAVE never owned a dime’s 
worth of stock in a transit com- 
pany, and I never will, not because I 
don’t believe in mass transportation, 
but because too many of the people in 
charge of mass transportation are too 
timid and lack imagination, All they 
can see is the past and its failures, 
rather than the future and its oppor- 
tunities. Sometimes I find it hard to 
blame them, because the inconsistent 
policies followed today by cities, and 
the people of cities, certainly lead to 
frustration.” 

Public conveyances are being made 
more efficient and attractive, too. In 
the field of surface transit, manufac- 
turers of silent electric trolley coaches 
are making big strides. This newest of 
public vehicles has always won favor 
because it is quiet and does not produce 
objectionable engine fumes. Many of 
the coaches that serve Atlanta, for in- 
stance, are completely air-conditioned. 
In Cincinnati FM radios, designed to 
bring the transit rider music while he 
travels, have been installed. In other 
cities, the builders have installed really 
high standee windows, so that the 
straphanger won't have to stoop to see 
his stop. 

The seats in some coaches are uphol- 
stered with Velon, a special plastic 
fabric that is long-wearing and decora- 
tive. Even the raucous signal buzzer 
has given way to melodious chimes in 
many trackless trolleys, 

While such improvements in transit 
vehicles have been a long time coming, 
they bid fair to make riding in the fu- 
ture more pleasant. 


[ our cities were flexible affairs, eas- 

ily adaptable to changing population 
habits, they could be remolded to ac- 
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commodate the vast influx of autos. 
But streets can’t be widened and build- 
ings shoved here and there at the whim 
of a city planner. 

This means traffic—the lifeblood of 
our cities—must be made to flow 
through the streets as they are laid out 


It looks like the solution—from the 
standpoint of utility transportation— 
lies in two alternatives—automotive 
busses or trackless trolleys. From the 
standpoint of the electric power indus. 
try it would seem to be a matter of 
practical judgment to support the latter 


today. solution. 








Traffic Congestion !s Nothing New 


“ae thousand years ago, the streets of Rome were so 
snarled with traffic that the emperor of the time banned 
all except government chariots from the Forum area. Records 
do not show how effective the ban was. 

During the reign of Louis XV it became fashionable for the 
noblewomen to drive their own carriages through the streets of 
Paris. It seems a commentary on the lady driver of that day, 
that accidents and congestion became so intolerable that Louis 
and his ministers decided to do something about it. All women 
under thirty years of age were forbidden to drive. Results were 
most posse 5 at since few would own up to the age limit. 

The “rule of the road” for vehicular traffic has grown from 
custom too old for reliable record. In Great Britain and Ireland 
“keep to the left” was a matter of “common law” which became 
statutory law by the Highways Act of 1835. Reason for the left- 
hand selection has been variously explained as kee ping the horse- 
man’s “whip hand” free, or the “sword hand” free, in the days 
when knighthood was in flower. It does not explain why in 
every other European country (except Portugal, Sweden, 
and the Balkans) the rule is “keep to the right”—as it is in the 
United States. 
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Expansion in the Southland 


How the surging demand for public utility service 


is being met and financed by privately owned com- 
panies operating in Louisiana, Mississippi, and Ar- 


| \ J HEN work begins in September 
on a $9,000,000 unit of a new 
$36,000,000 generating sta- 
tion for Louisiana Power & Light 
Company, located above New Orleans 
at Nine Mile Point on the Mississippi 
river, one of the final legs of a tremen- 
dous expansion program will be under 
way. The program was instituted in 
1945 to meet the vastly increased de- 
mand of a region where incomes, in- 
dustrialization, and the cry for in- 
creased electrical and fuel service, has 
been as large—and perhaps larger— 
than that of any other section of the 
country. 

The region is popularly called the 
Middle South. It embraces the states 
of Louisiana, Mississippi, and Arkan- 
sas. When the war brought heavy in- 
dustry in numbers to this section of the 
Southland for the first time, it brought 





*Writer of business articles, New Orleans, 
Louisiana. 


kansas. 
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a corresponding heavy demand for 
power, light, and gas. The industries 
stayed after the war ended. More in- 
dustries of all kinds have moved down 
South (as New England towns can 
testify bitterly). 

Statements have been made by 
prominent public officials that the high 
cost of power has been the primary 
cause of textile mills for leaving New 
England. According to a study recent- 
ly made for the New England Coun- 
cil’s Committee for Economic De- 
velopment by Charles T. Main, Inc., 
there is little basis for such conclusion. 
From these figures it seems obvious 
that cotton and woolen mills are not 
leaving New England because of the 
savings in power obtainable in the 
South Atlantic states—which is only 
an infinitesimal fraction of operations 
variably offset by more important fac- 
tors such as transport, labor, and 
marketing costs. What is more this 
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type of mill is not moving into the TVA 
territory. 


B” aside from the fact that the cost 
of power is not a determining fac- 
tor in plant location, a good many 
plants have moved to the Middle South. 
They have, accordingly, created a pow- 
er load which must be taken care of. 
This means not only an increase in in- 
dustrial demand but more electrified 
homes for the workers who are bring- 
ing home larger pay envelopes, some 
of which is spent for more appliances. 
This in turn means more use of elec- 
tricity and gas. 

Even the rural areas have been elec- 
trified. In Louisiana alone, more than 
85 per cent of the state’s farms are 
now served by power lines. In all, 80,- 
800 farms have electricity today. More 
than 23,000 of them get it from 
Louisiana Power & Light Company. 
(Some six other private utilities serve 
the rest, along with thirteen rural elec- 
trical codperatives. ) 

To meet this need, the four electric 
power and gas utilities serving the re- 
gion have put out some $174,786,797 
between 1945 and the end of 1949. 
Telephone service has been expanded in 
proportion—in New Orleans alone, 
eight new exchanges have been added 
to care for the increased subscribers. 
Small phone companies and other light 
and gas utilities, such as Gulf States 
Utilities, have also spent in proportion. 
Gulf States this year began construc- 
tion of a new steam and power gen- 
erating plant in Baton Rouge to serve 
that city’s expanded heavy industry. 
United Gas Corporation, which car- 
ries the gas to most of the distributing 
utilities throughout what it calls “The 


Gulf South,” spent $23,000,000 for 
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new construction and for expansion in 


1948 alone. 
=_— case of New Orleans Public 


Service is typical. This utility 
furnishes electricity, gas, and trans- 
portation to the South’s largest city. Its 
officials point out what has happened 
since 1941 happened to the town that 
once depended upon tourist trade for 
its main source of income— 


l SEVERAL very large war plants 
e were located in the Crescent City 
during the war. Ships, airplanes, and 
even a few parts for the atomic bomb 
were made there. One plant, at 
Michoud, was the second largest built 
by Uncle Sam, after Willow Run. 

Most of these plants are still in op- 
eration. The big Consolidated-Vultee 
aircraft facility on New Orleans’ lake 
front is now owned by American 
Standard, which builds appliance parts. 
The Michoud plant, presently owned 
by the Board of Commissioners of the 
Port of New Orleans, is used by about 
twenty small operators for making 
everything from machine tools to wood 
panels. The shipyards, too, are busy, 
repairing vessels that serve the port of 
New Orleans. 


2 THE population has jumped 20 
e per cent, and they are all richer 
than before, thanks to generally better 
business conditions, and to the pay- 
rolls of industry and port. 


3 TEN THOUSAND new homes have 
¢ been built since the end of hos- 
These augment other thou- 


tilities. 
sands of what local citizens call 
“chicken coop” houses hastily built to 
accommodate war workers, but still in 
use because of the continuing housing 
pinch. 
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Port trade has swollen the ware- 
4. houses, docks, and transportation 
facilities of the city. New Orleans had 
been the nation’s second port (after 
New York) back in the twenties. Dur- 
ing the thirties, politics and high rates 
dragged the port volume down. Then, 
reform candidates were elected in 
1940 to succeed the remnants of the 
machine left after the Louisiana scan- 
dals trials had been held. Reform Gov- 
ernor Sam Jones promptly put the port 
so permanently out of politics that an 
attempt by the present governor, Earl 
Long, to place administration of the 
New Orleans port back in the chief 
executive’s hands was unsuccessful. 


6 Sima nonpolitical port commission- 
ers have done an effective job of 
promoting the port back to prosperity 
and a second place slot after New York. 
They have been helped by such non- 
profit organizations as International 
House—and by the wartime traffic 
through the Army’s Port of Embarka- 
tion. 

Today, as principal port for the Mis- 
sissippi valley, New Orleans needs 
more utility services than it did before 
the war, because shipping volume has 
zoomed. 

The figures show the strain of all 
this increased demand upon the facili- 
ties—and the finances—of New Or- 
leans Public Service, Inc. Residential 


use of electricity in 1940 was 689 kilo- 
watt hours per customer per year. Last 
year, the figures showed that the same 
average customer now uses 1,267 kilo- 
watt hours of electricity annually. 

“Increased use of appliances, and 
increased earnings that allow the cus- 
tomers to live better with electrical ser- 
vants, are the reason for this vast indi- 
vidual jump,” explained an official of 
the New Orleans utility company. “The 
employment figures from the state em- 
ployment service show that there are 
few jobless here. That means there is 
money for electrical living.” 

During the year immediately preced- 
ing the war, New Orleans industries 
used 176,731,000 kilowatt hours of 
power. In 1949, this consumption 
jumped to 346,274,000 kilowatt hours. 

In both industrial and residential de- 
mand, this represented a demand nearly 
double the prewar demand. 

Industrial natural gas usage was 5,- 
525,041,000 cubic feet in 1940—and 
8,033,958,000 cubic feet in 1948. Resi- 
dential gas users in New Orleans 
bought 3,435,019,000 cubic feet in 
1940. But they bought 5,897,289,000 
cubic feet in 1948. 


SG meet this increased demand, 
New Orleans Public Service, Inc., 
spent $43,433,276 between 1945, the 
first postwar year, and the end of 1949. 
This large sum was raised by selling 


“It [Middle South] embraces the states of Louisiana, Mis- 
sissippi, and Arkansas. When the war brought heavy indus- 
try in numbers to this section. of the Southland for the first 
time, it brought a corresponding heavy demand for power, 
light, and gas. The industries stayed after the war ended. 
More industries of all kinds have moved down South (as 
New England towns can testify bitterly).” 


283 


SEPT. 1, 1949 





PUBLIC UTILITIES FORTNIGHTLY 


bonds, and by issuing increased shares 
of common stock. Ten million dollars 
in bonds have been sold, and $5,000,- 
000 worth of new common stock has 
been issued. The company plans to sell 
another $9,000,000 in securities this 
year. Whether these securities will be 
stock shares or bonds is awaiting de- 
cision by the Securities and Exchange 
Commission at present. 

In all matters of utility expenditures, 
especially for the increasing of facili- 
ties, the question of rates always comes 
up. How do the present rates paid by 
utilities in the middle southern states 
reflect an opportunity for adequate 
profits when compared to the large 
sums that the utility companies have 
spent for expanding their facilities to 
render service? 

The case of New Orleans Public 
Service is again typical. This utility 
reports that its earnings are still ade- 
quate when compared to its investment 
—in other words, that the present scale 
of rates is entirely satisfactory. The 
New Orleans gas, electricity, and 
transportation utility voluntarily re- 
duced rates about a year and a half 
ago. 

The transit rate it charges is the 
same that held during depression days. 
A possible slight upward revision of 
this may be necessary in the future in 
order to render a profit with the new 
equipment and new transit facilities 
that have been put in since the war 
ended. If a rise in rates is needed in 
future, it will probably come in the 
form of zoned fares. New Orleans is 
presently one of the very few cities 
where the citizens can ride from one 
end to the other for 7 cents. (Sprawl- 
ing New Orleans covers 360 square 
miles. ) 
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pen BeLL TELEPHONE & 

TELEGRAPH COMPANY is asking 
for its second large rate raise since the 
war ended. This, it is telling the vari- 
ous state public utility commissions, is 
necessary because of higher wage and 
material costs. No decision on the ap- 
plications has been rendered in the 
three states. 

The four largest power and gas com- 
panies serving the three states are part 
of the system now known as Middle 
South Utilities, composed of remnants 
of the Electric Light & Power Cor- 
poration system that is in process of 
breaking up. A fifth member of the 
Electric Power & Light family went in- 
dependent in June, 1948. This is the 
United Gas Corporation. 

Electric Power & Light’s 1948 
annual report gives much of the general 
picture of the financial strain of utili- 
ties whose market has mushroomed 
overnight. Its president, Edgar H. 
Dixon, noted in the report for last 
year’s operations that 

“The demand for service continued 
to grow in the area served by the sub- 
sidiary companies, and expenditures of 
$70,000,000 were made in 1948 for 
new property and renewal and replace- 
ment of existing property. Of this sum 
$47,000,000 was expended by the Mid- 
dle South System companies on ex- 
pansion of their electric, gas, and trans- 
portation properties. United Gas Cor- 
poration and its subsidiaries expended 
$23,000,000 for expansion of their 
natural gas distribution and transmis- 
sion systems, gasoline extraction 
plants, and development of gas- and 
oil-producing properties. 


wy order to provide a part of the 
capital needed for the heavy con- 
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Gas and Electricity Consumption in New Orleans 


aaa mers the year immediately preceding the war, New Orleans in- 
dustries used 176,731,000 kilowatt hours of power. In 1949, 


this consumption jumped to 346,274,000 kilowatt hours. . 


_. Industrial 


natural gas usage was 5,525,041,000 cubic feet in 1940—and 8,033 ,958,- 

000 cubic feet in 1948. Residential gas users in New Orleans bought 

3,435,019,000 cubic feet in 1940. But they bought 5,897,289,000 cubic 
feet in 1948.” 





struction program of the Middle South 
System subsidiary companies it was 
necessary for them to sell mortgage 
bonds and common stock during the 
year. In March, Louisiana Power & 
Light Company sold $10,000,000 of 
first mortgage bonds, 4 per cent series, 
due 1978. In September, Arkansas 
Power & Light Company sold $7,500,- 
000 of first mortgage bonds, 34 per 
cent series, due 1978. New Orleans 
Public Service, Inc., sold $10,000,000 
of first mortgage bonds, 34 per cent 
series, due 1978, in October. Your cor- 
poration supplied $8,000,000 of the 
capital needed for construction pur- 
poses by investing in the common 
stocks of two of the Middle South Sys- 
tem companies; in April, 320,000 
shares of common stock of Arkansas 
Power & Light Company were pur- 
chased for $4,000,000, and the bal- 
ance of $4,000,000 was invested in 
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400,000 shares of common stock of 
Mississippi Power & Light Company. 
The remainder of the cash required to 
finance the heavy construction program 
referred to above came from the earn- 
ings of subsidiaries not paid as divi- 
dends and other cash resources arising 
from their operations. United Gas 
Corporation and its subsidiaries pro- 
vided the capital needed for construc- 
tion from their own cash resources and 
sold no securities during the year. 
“In 1948, expenditures by United 
Gas Corporation for distribution 
facilities alone totaled nearly $14,- 
000,000 for extensions to its 80,000 
new customers and for strengthening 
its distribution system generally to 
serve heavier loads, Its subsidiary, 
United Gas Pipe Line Company, con- 
structed $28,000,000 of new property 
in these three years. For the most part, 
these expenditures were for additions 
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to its gas transmission pipelines to 
strengthen its capacity to deliver gas 
to industrial plants, electric generating 
stations, gas distribution systems, and 
other customers using large volumes of 
gas. It has added, also, to its lines in 
gas fields which gather the gas from 
producing wells and to its plants for 
extracting natural gasoline where that 
fuel is present in the gas coming from 
the well. Union Producing Company, 
the other major subsidiary of United 
Gas Corporation, has spent over $18,- 
000,000 in these three years mainly in 
the development of its gas and oil re- 
serves, as the market for these has ex- 
panded. 


eal fine larger numbers of electric 
customers which the Middle 
South companies are now serving have 
made necessary a substantial extension 
of the electric distribution facilities 
which serve the customer. These ex- 
tensions, and increases in the capacity 
of those facilities so that they may 
carry the heavier loads anticipated for 
them, required expenditures totaling 
$48,000,000 in the three years 1946- 
1948. Electric transmission lines to 
carry power from generating stations, 
and substations which increase the 
voltage of the energy to send it over 
transmission lines and decrease voltage 
at points of use, were expanded in these 
three years at a cost of $14,000,000. 
“Facilities for producing electric 
energy called for expenditures totaling 
$23,000,000 in the 1946-1948 period. 
These expenditures added approxi- 
mately 152,000 kilowatts net to the 
power capacity of the system and in- 
cluded money spent on other units to be 
completed in the future. The largest 
amounts to be spent by the Middle 
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South group of companies in the next 
three years will be for this kind of 
property.” 

Present plans call for the addition of 
two units to Mississippi Power & Light 
Company’s Rex Brown station near 
Jackson, Mississippi. The first unit— 
35,000 kilowatts—at this station was 
completed in the summer of 1948. 
Construction is going on now on a 44,- 
000-kilowatt unit which is to be run- 
ning at this station by the end of 1949, 
and a 66,000-kilowatt unit is to be add- 
ed by 1951. Another 66,000 kilowatt 
station of this company is projected 
for the Natchez area to be operating by 
1951. 


- i ‘HE Cecil Lynch station near Little 


Rock, Arkansas, which began 


operating in the spring of 1947 witha 
unit having an output capacity of about 
34,000 kilowatts, is expected to have 


its second unit of 66,000 kilowatts 
capacity running by the summer of 
1949, 

Arkansas Power & Light Company 
has plans for a new station near For- 
rest City, Arkansas, which will add 
132,000 kilowatts to the power capac- 
ity. It will be operating by 1951. 
Arkansas Power & Light Company 
also is carrying forward construction 
of a new station of 88,000 kilowatts 
capacity not far from Hot Springs. 
The output of this station, when it is 
completed late in 1949 or early in 1950, 
will be sold mainly to Reynolds Metals 
Company for the near-by aluminum 
plant. 

The Industrial Canal station of New 
Orleans Public Service, Inc., with two 
units aggregating 83,000 kilowatts of 
capacity, is a new addition since 1945. 
A third unit of 44,000 kilowatts capac- 
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ity is being constructed at this station 
to be operating early in 1950. 
Louisiana Power & Light Company 
will begin construction soon on a new 
plant with an initial capacity of 66,000 
kilowatts, on the Mississippi river 
above New Orleans. It will supplement 
the power supply in southern Louisi- 
ana. These projected additions to the 
electric generating capacity of the 
Middle South companies in the next 
three years total 572,000 kilowatts and 
will require expenditures now esti- 


mated to total $65,000,000. 


6 ie Middle South companies have 
also added to their gas distribu- 
tion facilities, too, in this 3-year 
period. Expenditures were made to 
bring service to 47,000 new customers 
and to increase the capacity of existing 
distribution lines to provide for wider 
use. This has required more than $10,- 
000,000. Plans to modernize the trans- 
portation systems in the Middle South 
group of companies called for $8,000,- 
000 in the past three years—mainly for 
new electric and gasoline coaches and 
for construction of overhead feeder 
wires to operate electric coaches. 

Expenditures for new property con- 
struction on the scale of those of the 
past three years have required substan- 
tial amounts of new capital. In the 
1946-1948 period, the Middle South 
subsidiaries raised $47,000,000 by the 
sale of mortgage bonds. 


Earnings of these companies totaling 
$10,000,000 over the amounts of divi- 
dends paid on their common stocks 
have been retained by the companies 
and used in their construction pro- 
grams. 

In addition, Electric Light & Power 
has purchased $27,000,000 more of the 
common stocks of these subsidiaries. 
This latter sum has come mainly from 
the earnings above the amounts of 
dividends which paid during the three 
years on $7 and $6 preferred stocks. 

Depreciation or retirement reserve 
funds amounting to $24,000,000, set 
aside in this 3-year period by the Mid- 
dle South companies, have also been 
available for building new or replacing 
old property. 

In 1947, United Gas Corporation 
carried out its single financing opera- 
tion of the 1946-1948 3-year period 
when it sold $116,500,000 of its 2? per 
cent first mortgage and collateral trust 
bonds, due in 1967. Of the total, 
United used $94,200,000 to retire 3 
per cent bonds outstanding; and $22,- 
300,000 represented additional capital 
for that corporation and its sub- 
sidiaries. In the same 3-year period, 
United and its subsidiaries added, for 
construction and development, $17,- 
100,000 in earnings above dividend 
payments. Retirement and depletion 
reserve funds available for these pur- 
poses in this period totaled $35,900,- 
000. 





66" Topay there is greater realization that survival lies in the de- 
velopment of a codperative society where the security of capital 
rests on the broad base of the prosperity of the multitude. Today the 
accepted view is that property need not be made tyrant in order to give 
men freedom and incentive to acquire it, own it, and manage it, and 
to unleash the great productive power of free enterprise.” 


—-Wii1AM O. DovucLas, 


United States Supreme Court Justice. 
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Who Wants Socialization of the 
American Power Industry? 


Part II 


Conclusion of the objective review by an experienced report- 

er of actual interesting and revealing statements made by promi- 

nent and responsible officials and public figures bearing on the 

charge that proponents of public power are bent on socializing 
the entire electric industry in the United States. 


By HERBERT BRATTER* 


N March, Federal Power Commis- 
sioner Leland Olds delivered a long 
address formally entitled, “Compre- 
hensive Development of the Connecti- 
cut River,” but which, to judge by the 
text, he might have been tempted to 
call “Myopia on the Connecticut.” Mr. 
Olds made a hard-hitting case for 
multipurpose development of the New 
England river, claiming that the de- 
velopment proposals have been serious- 
ly misrepresented by private power 
interests. A frank advocate of govern- 
ment-in-the-power-business, he said: 
“The comprehensive multiple-pur- 
pose approach to river basin improve- 
ment, which I am suggesting, has been 
seriously misrepresented, chiefly by 
those who rally to the defense of pri- 


*Economist and author of articles on inter- 
national finance, Washington, D. C. 
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vate power enterprises. They picture 
such a program as designed to sacrifice 
other values such as flood-control bene- 
fits, good agricultural land, and com- 
munity tax revenue to the major ob- 
jective of socializing power. This is not 
so. But the fact is that such a program 
offers greater benefits, without taking 
power into consideration, than a single 
purpose program. And the mere fact 
that it also offers an abundance of 
economical power for regional use, and 
to assist in justifying the projects eco- 
nomically, should not be held against 
Re eas 


sad Kiuw fact that no projects that 
include the development of hy- 
droelectric power have yet been author- 
ized by Congress for this region, in 
marked contrast with other sections of 
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the United States having water-power 
potentialities, is due, certainly so far 
as the Connecticut river basin is con- 
cerned, to opposition by various inter- 
ests in New England in the case of 
projects at which power potentialities 
were found to exist... 

“Federal agencies approach the 
problem of river basin development in 
terms of the full use of water resources 
through an economically sound, com- 
prehensive, and integrated program 
covering an entire basin. The achieve- 
ment of this objective involves more 
than merely a better use of the indi- 
vidual resources of a particular site. It 
involves the balanced use of all the 
water resources of the basin in a plan 
of development which will result in 
maximum power availability, flood 
control, navigation, pollution abate- 
ment, recreation, improved industrial 
and domestic water supply and land 
preservation. The provision of up- 
stream and tributary water storage, 
correlated with main stream improve- 
ments, permits, in effect, repeated use 
of water resources. 

“The multiple-purpose project is 
basic to the best use of the water re- 
sources of a region. New England has 
suffered loss of beneficial river basin 
development because certain interests 
have been strong enough to cause the 
region to insist on single-purpose de- 
velopment; that is, separating power 
development from flood control and so 
losing the full possibilities of conserva- 
tion storage with its concomitant val- 
ues in terms of pollution abatement 
and greater power potentialities.” 


odperative Viewpoin 
Cooperat Vi t 


Re a representative codperative 
viewpoint we have the report sub- 
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mitted to the National Rural Electric 
Cooperative Association in January by 
its executive manager, Clyde T. Ellis. 
The members he was addressing, said 
Mr. Ellis, are “probably the biggest 
grass-roots champions of free enter- 
prise in America” and he rallied them 
to resist the “private power lobbyists”’ 
who last year “literally overran Wash- 
ington, screaming ‘socialization.’ ’’ The 
report spelled out in some detail Mr. 
Ellis’ views,on government power and 
transmission lines. From it we quote at 
some length: 

“We must mobilize our forces to 
bring about the development of all our 
hydro power in America now, both for 
what it means to our people directly, 
and to the over-all economy. Hydro 
power is cheaper and it is always de- 
veloped in projects that control floods, 
aid navigation, create recreation areas, 
and often provide irrigation. We are 
daily burning our ever-diminishing 
supplies of precious oil and gas, at a 
terrific rate, to produce far less elec- 
tricity than is forever wasting itself 
down our rivers, We are doing this 
even in the potentially rich hydroelec- 
tric areas. History will not deal kindly 
with us on this score, for we are use- 
lessly burning up the precious necessi- 
ties, not alone of unborn generations, 
but also of our own living children. 

“We must drive hard for all trans- 
mission facilities necessary to deliver 
that public power wholesale to the mu- 
nicipally owned systems, power dis- 
tricts, and electric cooperatives. 


¢ “Ww: must drive as a unit, because 

one of the weaknesses of the 
public power development is that it is 
so sectionalized that people in a par- 
ticular area involved are not inclined 


SEPT. 1, 1949 





PUBLIC UTILITIES FORTNIGHTLY 


to become much concerned about the 
others. Our National Association pro- 
vides a vehicle through which our peo- 
ple may assist each other in driving as 
a group for all these programs. We are 
the only national organization of any 
kind actively fighting for the govern- 
ment’s power programs, as well as ru- 
ral electrification, The task before us 
on this score alone is colossal—a re- 
sponsibility never to be taken lightly. 

“It is our duty to let,the country 
know and let the Congress know that 
we, the 10,000,000 farm people com- 
prising our great billion-dollar enter- 
prise, have no intention of seeing 
the nation’s power program further 
wrecked or further retarded. 

“And let the economic royalists be 
forewarned not to go too far in preach- 
ing their ‘divine right of kings’ philos- 
ophy to us Americans. In the two states 
where the people have had an opportu- 
nity to vote on what is American and 
what is not, in the power business, there 
are no power charlatans left to pounce 
upon us in the night. 

“In this electric age the power busi- 
ness is the people’s business.” 


Planning on the National Scale 


ee planning of the use of re- 
sources is good, as far as it goes; 
but it is not enough. Planning must 
be on a national scale and also on local 
levels, according to Professor Myres 
S. McDougal of Yale University, The 


e 


professor expounded his views in 
Washington last May, before the Na- 
tional Emergency Conference on Re- 
sources. Instead of uncoordinated 
regional planning, there should be a 
national development plan in place of 
“our present chaotic administration 
and losses.” 

Some of Professor McDougal’s ob- 
servations follow: 

“Though we have in the TVA a 
superb model for action at the regional 
level, we have had too little planning at 
national and local levels to project from 
such experience. It is obvious that some 
functions require performance at the 
national level, that uncodrdinated re- 
gional planning alone will not suffice. 
The national interest requires a na- 
tional perspective and wise decision on 
such questions as priorities in the allo- 
cation of resources and man power to 
regional development, the relation of 
national investment to changes in the 
business cycle, the dispersal of indus- 
try and population for protection from 
atomic attack, balanced development 
for maintenance of military security 
and peacetime efficiency, the need of 
special stimuli for underdeveloped re- 
gions, and so on. Some agency com- 
petent to create a national development 
plan, integrating the work of the vari- 
ous levels of government, is badly 
needed and should not be beyond the 
skill of our experts on public admin- 
istration.” 


“ApvocaTEs of valley development at present have all they 
can do to get the multipurpose programs adopted one at a 
time. But once the major river valleys are harnessed, the 
goal will be their integration into a nation-wide public 
power grid; in the words of the Mississippi Valley Com- 


mittee: ‘codrdination as part of a unified national system. 
290 
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Vista from the Valley 
_— of valley development at 
present have all they can do to 
get the multipurpose programs adopted 
one at a time, But once the major river 
valleys are harnessed, the goal will be 
their integration into a nation-wide 
public power grid; in the words of the 
Mississippi Valley Committee: “coor- 
dination as part of a unified national 
system.” This and similar views of 
others were recently cited approvingly 
by Leland Olds, now a member—and 
twice chairman—of the body which 
regulates the private power industry, 

the Federal Power Commission. 

Mr. Olds strongly believes that by 
1960 the country’s needs for electric- 
generating capacity will be triple that 
of 1940 and double that of 1948—im- 
plying an increase of 76,000,000 kilo- 
watts in the next twelve years. Of this, 
he states, 20,000,000 should be in- 
stalled in new hydroelectric power 
stations, the providing of which “will 
be principally the responsibility of the 
Federal multipurpose river basin pro- 
grams.”’ And the harnessing of these 
inexhaustible energy resources will 
help conserve the exhaustible oil and 
gas reserves, At this point we let Mr. 
Olds speak for himself, as he did be- 


fore the National Emergency Confer- 


ence on Resources in May: 


— order to assure the best use of 
these water-power resources in 
meeting the country’s future power 
needs we must envisage not only great 
multipurpose river basin programs but 
also the most complete integration of 
power supply. For this integration 
must be electric as well as hydraulic. 

“The power potentialities of entire 
river basins must be developed under 
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unified plans which take advantage of 
the codrdinated use of the available 
water under complete control through 
systems of conservation storage reser- 
voirs. Where diversity of flow between 
neighboring river basins offers advan- 
tages, coordination may be extended 
to include more than one river in the 
general regional plan. 

“Furthermore, there must be a 
planned codrdination of power supply 
such that each increment of generating 
capacity, whether hydroelectric, fuel 
electric, or wind power, may be de- 
signed to carry that portion of the load 
which will assure the greatest possible 
economy coupled with the best utiliza- 
tion of the resources involved. To ac- 
complish this there must be high-volt- 
age electrical interconnection of all 
power plants and markets OVER 
WIDE AREAS so that hydro, fuel, 
and eventually wind-power plants, may 
be operated as a great power team, to 
assure the people of each of the coun- 
try’s regions an abundance of widely 
distributed low-cost power for all their 
needs. This will require a long-range 
power plan, based on a series of prop- 
erly set up multipurpose river basin 
progranis. 

“Investment of capital in these river 
basin programs is just as essential to 
the people’s future as the private in- 
vestment which is today depended upon 
for expansion of the country’s great 
basic industries. For this reason, such 
programs must go forward in good 
times and in bad, with the hope that 
their very continuity will provide one 
of the forces tending to stabilize eco- 
nomic activity at good time levels. 

“In this connection, I would leave 
with you one final thought. With 
the cost of hydroelectric power 
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Future Needs for Electricity 
“.. by 1960 the country’s needs for electric-generating capacity will be 
triple that of 1940 and double that of 1948—implying an increase of 76,- 


000,000 kilowatts in the next twelve years. 


Of this . . . 20,000,- 


000 should be installed in new hydroelectric power stations, the provid- 
ing of which ‘will be principally the responsibility of the Federal multi- 
purpose river basin programs.’ ” 





predominantly represented by fixed 
charges on investment, the possible 
limits of conservation of the country’s 
water-power resources are steadily ex- 
panded as the annual rate of such 
charges is reduced. In other words, 
with private fixed charges at 84 per 
cent, including 54 per cent return, 2 per 
cent depreciation, and 1 per cent 
taxes, the future development of water- 
power resources will fall far short of 
what will be economically feasible, 
with government-fixed charges at say 
54 per cent, including interest at 24 
per cent, depreciation and amortization 
of investment at 2 per cent, and possi- 
bly 1 per cent payments in lieu of 
taxes. 

“For example, the 1948 report of 
the Power Survey Committee of the 
New England Council, approaching 
the Connecticut river basin in terms of 
single purpose projects financed on the 
basis of private fixed charges, found 
economic justification for future de- 
velopment of only 111,000 kilowatts of 
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the undeveloped water power of the 
basin. In contrast, the Federal Power 
Commission staff, approaching the 
same basin in terms of a comprehen- 
sive multipurpose program financed by 
Federal funds, found economically 
feasible the development of undevel- 
oped hydroelectric power, including 
development of new sites and redevel- 
opment of old sites, totaling 749,000 
kilowatts, or nearly seven times the 
New England Council total. 


—_ my final word is that, if the 
country wants to conserve and 
utilize its 77,000,000 kilowatts of un- 
developed water power, it must turn 
wholeheartedly to Federal river basin 
programs of which long-range power 
planning will be an essential part. 

“Such power planning must be on a 
nation-wide basis built up through inte- 
gration of regional plans, for it must 
recognize the relationship between 
power supply and improvement in re- 
gional economies, 
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“Tt must be based on full use of 
inexhaustible water-power resources, 
although for the country as a whole 
fuel-generated power will always pre- 
dominate. 

“Tt must, therefore, assume general 
acceptance of multipurpost river basin 








projects. 

“Tt must envisage ultimate unity of 
power supply in regional wholesale 
power systems which will in turn be 
interconnected with each other. In 
other words, it must complete the 
transition from the financial integra- 
tion of scattered units in the holding 
company era to an operating integra- 
tion consistent with the technological 
progress of the power age. 

“Only through such power planning 
can electric power make its best con- 
tribution to conservation of the na- 


tion’s resources.” 
poe power advocates seem to dis- 
like to hear their programs likened 
to Socialism. Yet by regulation and 
competition from the Federal govern- 
ment the public utility industry has al- 
ready gone a long way toward social- 
ization in this country, When we 
envisage the full development of the 
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many river valleys on Mr. Olds’ roster 
—from the Niagara and St. Lawrence 
in the East to the Kings, Kern, 
Feather, and Sacramento in the West 
—all linked in a great national grid, 
the holder of utility securities may well 
ponder the words of Senator Estes 
Kefauver of Tennessee: “Because it 
must be applied elsewhere [than the 
TVA], the valley authority will sound 
the death knell to private privilege and 
to the vested interests in a scarce com- 
modity.” 


Import of Atomic Age 


ust where the development of 

atomic energy in the industrial 
field will lead and how it will affect 
private and public power projects is a 
matter for considerable speculation. 
Some people are wondering whether 
we should go ahead with huge river 
basin developments, in view of the pos- 
sibility that the Atomic Energy Com- 
mission’s pilot plant at Brookhaven, 
Long Island, may show the way to 
production of power on a more eco- 
nomical basis. But others, pushing for 
fuller exploitation of the country’s 
water power, say it is folly to lay aside 
hydroelectric plans while waiting for 
new technologies to bear fruit. 








HE unvarnished truth 


or 
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spending policy 










U.S. 





is that the present administration 


is hitting an all-time high in peacetime spending, and the 
momentum is increasing. I have warned repeatedly that the 
trend is dangerous and unless it is reversed the American people 
can count on a tax increase this year. 

“Total taxes—local, state, and Federal—amount to over 37 
per cent of the total spendable income of the American people. 
The impending increase resulting froin the administration's 


tax take to over 40 per cent.” 
JoHN TABER, 
Representative from New York. 
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Progress on the Gas Bill 
‘be question now in the minds of the 


gas industry is whether the Senate 
will have time to consider passage of the 
Harris Hill (HR 1758) to exempt in- 
dependent producers of natural gas from 
Federal Power Commission control. The 
recent action of the House in approving 
the bill by 183 to 131 was believed to 
indicate the probability of Senate passage 
— provided, however, the upper chamber 
can reach it for a vote before adjourn- 
ment or recess. 

As the bill passed the House it would 
remove from FPC’s jurisdiction inde- 
pendent producers and gatherers of 
natural gas who sell to pipe-line com- 
panies on an “arm’s-length” or competi- 
tive market basis. Chairman Harris 
(Democrat, Arkansas) of the Petroleum 
and Federal Power subcommittee of the 
House Interstate Commerce Committee 
and sponsor of the bill said it was de- 
signed only to clear up confusion as to 
the bounds of Federal-state jurisdiction. 

An analysis of the record vote indi- 
cates that the bill was passed by a ma- 
jority coalition of Republicans and south- 
ern and southwest Democrats. Opposing 
votes came mainly from northern and 
“big city” Democratic Representatives 
with large organized labor constituen- 
cies. A similar bill already is pending on 
the calendar of the Senate, where there 
is believed to be enough votes to assure 
passage. However, pressure for adjourn- 
ment and the volume of unfinished busi- 
ness create doubt that the bill can get to 
a vote before the Senate quits. 


t i FPC has never exercised its 
theoretical authority over independ- 
ents, but certain officials of the FPC in- 
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dicated during hearings on this measure 
that such jurisdiction might be exercised 
by the commission in the future, The bill 
would leave the matter of control over 
independents to state regulatory bodies. 

Interior Committee Chairman Crosser 
(Democrat, Ohio) opposed the bill, say- 
ing that it would “create a serious gap in 
state and Federal regulation of gas util- 
ity service, and would be a matter of 
grave consequence to the public.” The 
oft-repeated claim (mainly attributed to 
FPC member-designate Olds) that en- 
actment of the bill would serve to raise 
rates for natural gas was made during 
floor debate. But supporters of the meas- 
ure were aided by Speaker Raybum 
(Democrat, Texas). Chief argument of 
the proponents was that the bill simply 
clears up the confusion (regarding the 
area of natural gas control by FPC) 
which followed in the wake of a 1947 
U. S. Supreme Court decision, known as 
the Interstate Natural Gas Company 
Case. 

All amendments attempted in the 
House went down to defeat — both from 
the left and from the right. First, Repre- 
sentative Furcolo (Democrat, Massachu- 
setts) tried to kill the bill by striking out 
the enactment clause defeated by a vote 
of nearly 2 to 1. Then, Representative 
Keogh (Democrat, New York) offered 
two amendments to broaden the coverage 
of the bill so as to exempt production and 
gathering of natural gas_ generally. 
Keogh’s amendments were likewise re- 
jected. 

An amendment by Representative 
Crosser to narrow the exemption to an- 
nual producers of less than 2 billion cubic 
feet of natural gas was voted down 52 
to 87. A motion by Representative Hesel- 
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ton (Republican, Massachusetts) to re- 
commit the bill for further study was 
rejected. Hint of a presidential veto if 
the bill passes the Senate was seen in the 
introduction of a letter from the Bureau 
of the Budget advising that the President 
did not deem the legislation to be in ac- 
cord with his program. It is privately re- 
ported, however, that Senator Kerr 
(Democrat, Oklahoma) recently visited 
the White House to urge support of the 
bill and came away satisfied that the 
President has “seen the light.” 


¥ 


Natural Gas Expansion 
Maxwe ILE the natural gas industry, 


according to advices from the 
FPC, continues its rapid rate of expan- 
sion. The new natural gas transmission 
line company seeking to construct a 
1,018-mile pipeline from the Gulf coast 
to Joliet, Illinois, the Texas [Illinois 
Natural Gas Pipeline Company, a newly 
formed Chicago corporation, has sought 
Federal Power Commission approval for 
construction and operation of the line at 
an estimated cost of $98,966,700. The 
proposed line would be 30-inch diameter 
pipe. It would start from the Houston, 
Texas, area. Near Joliet, Illinois, it would 
meet the eastern terminal of the Natural 
Gas Pipeline Company of América. This 
company is now asking FPC permission 
to “freeze” the amounts of gas delivered 
to present users, Initial capacity of the 
new line would be 300,000,000 cubic feet 
per day. 

Additional natural gas facilities for 
the Midwest and Detroit area have been 
approved by the FPC. Michigan-Wis- 
consin Pipe Line Company and Michi- 
gan Consolidated Gas Company have 
been authorized to construct additional 
facilities which will increase the capac- 
ity of Michigan-Wisconsin’s Texas-to- 
Michigan pipe-line project to 155,000,- 
000 cubic feet per day. The new facilities 
will carry gas to communities in Mis- 
souri, Iowa, Wisconsin, and Michigan, 
including the Detroit area. FPC directed 
Michigan-Wisconsin to supply natural 
gas to the National Utilities Company of 
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Michigan, Michigan Gas & Electric 
Company, and Iowa Electric Company, 
all interveners in the proceeding, for re- 
sale in Iowa and Michigan communities 
now served with manufactured or mixed 
gas. 


OMMISSIONER Draper said he “re- 
luctantly concurred” in the decision. 
He pointed out that the original proposal 
of the applicants to enter Panhandle 
Eastern Pipe Line Company’s market 
area was based upon the contention that 
the new line would deliver gas at rates 
lower than Panhandle’s. Draper said “it 
is now clear that the rates necessary to 
make the line feasible must be at least 
50 per cent higher than those of Pan- 
handle Eastern.” He based his concur- 
rence on the hope that if sufficient sup- 
plies of gas are available this might mod- 
erate the increases in cost which would 
otherwise be required. Five companies 
are racing to bring natural gas to New 
England, since FPC approval of a pipe- 
line from Texas to Buffalo, New York. 
Three already have filed applications 
with the FPC, 


* 


No Authority Bills in the 
81st Congress 


HIS seems to be admitted now even 

by such top level administration au- 
thorities as C. Girard Davidson, Assist- 
ant Secretary of the Interior, who has 
been ostensibly leading the fight to get 
congressional consideration for the Co- 
lumbia Valley Administration. 

The CVA as well as the Missouri Val- 
ley Authority people are beginning to 
suspect and denounce the old-line de- 
partments for less than frank advocacy 
for authority bills earlier in the year. This 
followed receipt by President Truman of 
the Interior-Army Engineers “compre- 
hensive plan” for development of the 
Columbia basin, otherwise called the 
Weaver-Newell plan. 

The Reclamation 


3ureau, especially 
Reclamation Commissioner Straus, has 
been accused of sabotaging the adminis- 
tration’s CVA plans. This charge was 
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made recently by B. J. Stong, aide of 
Senator Murray (Democrat, Montana), 
in the writing of his MVA Bill (S 1160), 
and spokesman for an active pro-author- 
ity group with headquarters near the 
Capitol building. Stong complains that 
just before the President made his CVA 
appeal to Congress, the Reclamation Bu- 
reau and Army Engineers agreed to this 
new “comprehensive plan” for Columbia 
river development. Army Engineers and 
Reclamation Bureau have been tradition- 
ally opposed to independent regional val- 
ley authorities. The Reclamation Bureau 
tried to “go along” with the administra- 
tion’s desires for a CVA, but (higher- 
up) Interior Department officials have 
had to do most of the talking about com- 
pliance with administration policy along 
this line. 


‘Lae CVA proponents are now aware 
that the “comprehensive plan” is a 
more favored alternative than the CVA. 
They have been increasing their criticism 
of the Pick-Sloan plan (joint Army- 
Reclamation plan for the Missouri basin) 
and are trying to undermine the Weaver- 
Newell “comprehensive plan” on the 
same grounds. CVA supporters have 
dubbed the new program the “Pick- 
Straus plan,” so as to bring it nominally, 
at least, under their general criticism of 
the Pick-Sloan program. Stong’s attack 
on an Interior bureau is interpreted as 
realization that Interior’s support for any 
“authority” will be conditioned upon In- 
terior Department control. 

Interior is said to be preparing for 
congressional rejection of the valley au- 
thority proposals in their present form, 
and doesn’t want to be caught off guard 
when important shifts are being made. 
Younger men in the department and bu- 
reau are looking toward eventual adop- 
tion of the Hoover Commission proposal 
for a “Department of Conservation.” 


* 
New Bill to Remove Excise 
Taxes 
| pene a step beyond pending Senate 
proposals to cut back the bulk of 
SEPT. 1, 1949 


wartime excise tax rates, Senator Gurney 
(Republican, South Dakota) has intro- 
duced an amendment to repeal all of them 
and reintroduce the 1942 levels. This 
proposal came as Democratic leaders, 
after a visit to President Truman, said 
that a general revision of wartime ex- 
cises at this time is “impossible.” 

Representative McCormack (Demo- 
crat, Massachusetts), spokesman for the 
group, said after leaving the White 
House that it would be impossible to 
repeal any substantial amount of excises 
without imposing additional taxes. 

“Everybody’s for repeal,” he said, “but 
I don’t think it will be done.” 

“You can’t repeal taxes involving over 
a billion dollars and further unbalance 
the budget by that amount, without fur- 
ther taxes being imposed,” he asserted. 

The Gurney amendment is intended to 
be offered to a bill already on the Senate 
calendar and carrying an amendment 
sponsored by Senator Johnson (Demo- 
crat, Colorado) to repeal about $550,- 
000,000 of excises. Utility industries are 
affected by the high taxes now prevailing 
on all forms of passenger fares (15 per 
cent), monthly telephone bills (15 per 
cent), and telegrams and toll calls (25 per 
cent). 

The chief difference of the Gurney 
proposal from the Johnson plan is that 
the South Dakotan would cut back both 
the cabaret tax and the liquor taxes to 
their prewar levels. Both of these were 
omitted from the amendment approved 
by the Senate Finance Committee. 


told the Senate he considers reduc- 
tion of excises as “vital to the economic 
health of our country.” 

He also pointed out that at the time the 
revenue bill of 1943 was enacted into 
law “the American people were told that 
these excise taxes were a temporary ex- 
pedient made necessary by the demands 
of an all-out, 2-front war.” 

“I think it is high time,” Gurney said, 
“that Congress redeems the pledge it 
made to the American people in respect 
to the temporary nature of these taxes.” 


Gye in offering his amendment, 
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Exchange Calls 


Join Plan to Aid Small Phone 


Companies 


HE New York Public Service Com- 

mission has developed a plan which 
it hopes will save smaller telephone com- 
panies from threatened extinction, Spen- 
cer B, Eddy, deputy chairman, said re- 
cently. He told the convention of the 
National Association of Railroad and 
Utilities Commissioners meeting in 
Cleveland that the New York commis- 
sion has enlisted the aid of a group of 
local banks to advance funds for needed 
construction in cases approved by the 
commission. 

In a prepared speech, Eddy declared 
that New York state has about ninety 
telephone companies with small rev- 
enues, plants badly worn out and needing 
immediate rehabilitation. In addition, he 
said, these small companies with annual 
revenues less than $15,000 have virtually 
no credit resources, or, in cases where 
they could obtain loans, the cost of fi- 
nancing makes them prohibitive. 

“We have then,” said Mr. Eddy, “the 
situation where the small company is 
faced with demands of increased service 
and for service to additional customers. 
This demand comes at a time when it was 
already compelled to meet the problem of 
deferred maintenance.” 

It also has the problem of financing 
the needed improvements in the face of 
costs “double the prewar price,” he said. 
The larger independent has had no more 
difficulty obtaining outside financing than 
any other utility of the same size, Mr. 
Eddy declared. Two choices exist, he 
said: obtaining of credit from some pri- 
vate source where such credit was justi- 
fied, or Federal legislation which would 
permit the Federal government to do the 


And Gossip 












same thing in the telephone industry it 
has done under the rural electrification 
plan. 


oo aid, he said, would mean 
“further encroachment of Federal 
authority in the field of purely local regu- 
lation.” 

“We determined to see to it,” Eddy 
said, “that the money necessary to pro- 
vide adequate service was obtained from 
private sources. The result is that a com- 
mitment has been made by a group of 
upstate banks to loan for construction 
purposes to any telephone company in 
the state, unable to obtain funds from 
other sources, sufficient moneys for their 
need, provided the loan is approved by 
the public service commission.” 

The commission insists that the money 
be required; that there be a property 
value to support the loan; and that the 
company’s business be such that there is 
a reasonable expectation that the loan can 
be repaid. 


¥ 


The REA Farm Phone Bill 


E. Coo.ey, president of the South- 

e western Bell Telephone Company, 
with headquarters in St. Louis, ap- 
peared before the Senate Agriculture 
Committee in opposition to the Hill Bill, 
which would set up a loan program to aid 
expansion of rural phone service. He 
said his company, which operates in Mis- 
souri, Arkansas, Kansas, Oklahoma, 
Texas, and a small area in Illinois, recog- 
nizes that farm families need good tele- 
phone service. In the five states in which 
the company operates, there are over 
1,100,000 farms, or almost one-fifth of 
the total farms in the United States. 
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From January 1, 1946, when the com- 
pany’s postwar rural program really got 
under way, to July 1, 1949, telephones 
in rural areas served by the Southwest- 
ern Bell Telephone Company increased 
from 135,000 to 273,000, Mr. Cooley 
said, 

Regarding the current high level of 
demand for telephone service, he re- 
ferred to the almost revolutionary change 
in farming and in the farmer’s economic 
position which has taken place since the 
1930’s. As to the market for rural tele- 
phone service, Mr. Cooley said results 
show wide regional variations in the po- 
tential demand for rural telephone serv- 
ice. He stated: 

There is, I believe, a general accept- 
ance in this country of the principle 
that Federal interference or subsidies 
should be avoided unless necessary in 
the public interest. Now the telephone 
industry, as clearly indicated by the 
facts which I have presented, has made 
tremendous progress in meeting the 
heavy postwar demands for rural tele- 
phone service and it can and will finish 
the job. 


Pg appearing before the committee 
was Russell J. Hopley, president of 
the Northwestern Bell Telephone Com- 
pany, with operating headquarters at 
Omaha, Nebraska, The company serves 
the states of Iowa, Minnesota, Nebraska, 
North Dakota, and South Dakota. He 
said telephone service for farmers and 
ranchers has been a major concern of 
the company since the very be ginning of 
the business. The company’s long-range 
program of continually copending and 
improving rural service, he said, “finds 
us today with telephone service furnished 
to 78 per cent of all rural establishments 
in our territory.” 

For the most part, Mr. Hopley said, 
the problem of providing rural telephone 
service in the company’s territory is not 
one of moving into large undeveloped 
areas, “but rather that of expanding the 
existing network of rural plant to pro- 
vide service to all who want it. Our ex- 
isting rural telephone network already is 
within reach of nearly 90 per cent of the 


rural farmers and ranchers in our terri- 
tory. Certainly there is no emergency in 
this situation calling for general govern- 
mental assistance.” 

H. S. Dumas, president of Southern 
Bell Telephone & Telegraph Company, 
operating in the states of North Caro- 
lina, South Carolina, Florida, Georgia, 
Alabama, Mississippi, Louisiana, Ten- 
nessee, and Kentucky, also appeared in 
opposition to the bill. During the depres- 
sion of the early thirties, which almost 
destroyed the agricultural economy of 
that section of the country, the company 
lost nearly a third of all telephones in all 
areas, both urban and rural, he said. 

Southern Bell, Mr. Dumas said, is par- 
ticularly anxious to continue with its 
program of rural expansion. “The one 
great obstacle that confronts us is the 
fear that our investment may be rendered 
valueless through duplication.” 

He recommended that existing tele- 
phone companies should be given a defi- 
nite first preference in the granting of 
loans ; that duplication be prohibited ; that 
the acquisition of exchange properties 
already established in urban areas be 
prohibited. Such acquisition, he stated, 
“which is left to the judgment of the 
administrator, may well make this a 
municipal ownership telephone bill in- 
stead of a rural telephone bill.” 

Mr. Dumas said the industry was con- 
fident that it could show the committee 
the very real dangers of the legislation 
as it is now drawn, “our industry will be 
relieved of a serious threat to its sol- 
vency, its ability to offer steady employ- 
ment at good wages, and its abi ility to con- 
tinue to render the American public the 
best telephone service that men anywhere 
know anything about.” 


i fi AROLD V. BozELL, president of Gen- 
eral Telephone Corporation, which 
controls the nation’s largest independent 


telephone company system, urged the 
committee to avoid the dangers of So- 
cialism, unfair taxation, and other possi- 
ble injury to the nation’s telephone in- 
dustry, by deferring immediate action on 
a House-approved bill to authorize REA 
loans, for farm telephones. 


SEPT. 1, 1949 298 





B 
dent 
Tele 
crea 
com 
fror 
fro! 
pen 
try 
195 
tion 
sho 
the 
4 


tha 


EXCHANGE CALLS AND GOSSIP 


Bozell, who also appeared as vice presi- 
dent of the United States Independent 
Telephone Association, suggested the 
creation of “some temporary examining 
committee consisting of representatives 
from your committee, from the REA, 
from the Bell system, and from the inde- 
pendent segment of the telephone indus- 
try to report back to you as soon as the 
1950 census is taken, with a recommenda- 
tion based upon what that census may 
show and based on what sitting around 
the table might develop.” 

The witness, in addition to requesting 
that REA loans to government borrow- 
ers be prohibited, also asked the Senate 
group to consider the elimination from 
the bill of a provision which would per- 
mit the granting of Federal loans to 
duplicate service in the same area unless 
the existing company is unwilling or un- 
able to extend it. He stressed the im- 
portance of private company experience 
in dealing with the farm telephone prob- 
lem. 


— Stennis (Democrat, Missis- 


sippi) urged the Senate Agriculture 
Committee to approve the legislation 
already passed by the House. Rural serv- 
ice never will be available to all farmers 
without some Federal loan program, he 
said. 

Stennis said the program outlined in 
this bill will fill the same gap which 
the Rural Electrification Administration 
filled for the farmer in connection with 
rural electricity. The telephone, like elec- 
tricity, he said, is not only a convenience 
in the full development of rural living, 
but has become vitally necessary for a 
farmer in the conduct of his daily busi- 
ness. 

Clyde T. Ellis, executive manager of 
the National Rural Electric Codperative 
Association, told the committee the bill 
is opposed by the Bell telephone system 
and big independent companies because 
they seek an “absolute monopoly” over 
the nation’s telephone industry. 

Representatives of independent tele- 
phone companies of Indiana, Iowa, Min- 
nesota, and Texas last month appeared 
before the committee to protest passage 
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of the bill. All of the executives asked 
Congress to protect existing telephone 
companies from unfair competition by 
barring REA loans for the duplication of 
service in the same area. 


* 
Senate Passes FCC Reform 


Measure 


HE Senate on August 9th passed a 

bill to reform administrative pro- 
cedures of the Federal Communications 
Commission and raise the salaries of its 
members from $10,000 to $15,000 a year. 
The legislation, which was sent to the 
House, also would forbid FCC members 
from resigning before their term of office 
expires to take high-paying jobs in the 
industries which they regulate. 

The Senate Commerce Committee, 
which drafted the bill after nearly ten 
years of intermittent hearings, dropped 
at the last minute a section which would 
have forbidden the FCC to discriminate 
against newspapers in awarding licenses 
for radio station ownership. The com- 
mittee explained that the commission has 
voluntarily abandoned any such ideas, 
and now treats newspapers in the same 
manner as other applicants. 

The committee said the employment 
ban was designed to restrict the practice 
of using appointments to high govern- 
ment posts as “stepping stones to im- 
portant positions in private business.” 

It added that the rule also should halt 
the practice of companies, which are 
under the commission’s jurisdiction, 
seeking to hire persons who might have 
“influence.” 


* 
C&P Renews Recognition 


| gener of the Virginia division 
of the Communications Workers of 
America as bargaining agent for approxi- 
mately 4,500 Chesapeake & Potomac 
Telephone Company employees has been 
restored by the telephone company. 
Company officials said a letter had been 
mailed to the union, recently affiliated 
with the CIO, announcing company ac- 


SEPT. 1, 1949 





PUBLIC UTILITIES FORTNIGHTLY 


ceptance of a decision by the National 
Labor Relations Board dismissing its 
petition for an election on its properties 
to determine union representatives. 

The company previously had pro- 
tested, in its petition to the NLRB, the 
manner in which the CWA affiliated with 
the CIO, The company was only one of 
many Bell system phone organizations 
throughout the nation who thought elec- 
tions should have been held, on company 
property, to determine whether CIO was 
wanted as bargaining agent. 

A. V. Atkinson, president of the Vir- 
ginia division of the CWA, said the 
restoration of recognition substantiated 
“the union’s position” and the company’s 
withdrawal of recognition, and subse- 
quent impounding of union dues from 
employees’ salaries had “no basis of 
legality.” 

The NLRB early last month dismissed 
a petition of the Pacific Telephone & 
Telegraph Company for an election to 
determine whether the CIO Communica- 
tions Workers of America represents a 
majority of the workers in one of the 
company’s operating units. The NLRB 
held that the contract between the union 
and the company remained in effect de- 
spite the new affiliation with CIO. 


* 


“Phonevision” Setup Planned 


To Zenith Radio Corporation has 
asked the Federal Communications 
Commission for authority to make ex- 
perimental phonevision broadcasts in the 
Chicago metropolitan area. It would offer 
phonevision as a_ television-subscriber 
service to include first-run motion pic- 
tures, current stage productions, and 
special events. Zenith said its experi- 
mental television station at Chicago 
would be used to test the plan. 

The radio company proposed to dis- 
tribute special receiving sets to 300 per- 
sons, most in the area of the Lakeview 
exchange of the Illinois Bell Telephone 
Company. 

The phonevision broadcasts involve a 
dual operation; that is, tuning in on a 


television set, plus a telephone wire con-. 
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nection. Any set could pick up the phone. 
vision broadcast in scrambled form. The 
telephone connection provides the key for 
unscrambling the picture on the screen, 

The subscriber to the service would 
notify the telephone company when he 
wants to receive a phonevision program 
and the operator would throw a key. The 
service would be charged on regular 
monthly telephone bills. The telephone 
could still be used for regular conversa- 
tion while such connections were on. 

The Illinois Bell Telephone Company 
is coOperating with the Zenith Corpora- 
tion on the project. 


* 


Rate News 
eo California Public Utilities Com- 


mission recently granted the Pa- 
cific Telephone & Telegraph Company a 
$13,400,000 gross annual increase in its 
revenues. The boost will come from 
higher rates to basic business and resi- 
dential telephone users in the state. The 
higher rates were scheduled to go into 
effect on September Ist. 

In Los Angeles, the order will result in 
no increase in the basic rate in the Los 
Angeles exchange except for semipublic 
services. Increases are allowed in both 
business and residence rates in the 21 
suburban exchanges in the Los Angeles 
extended area. 

San Diego will get an increase in busi- 
ness rates but the residential rates will 
remain unchanged. 

The state public service commission 
early last month denied a petition of the 
Indiana Bell Telephone Company for an 
emergency temporary rate increase of 
$3,800,000 which would have affected 
Indianapolis and other Indiana cities. 
The commission held that the company 
had failed to show that an emergency 
exists. It ordered hearings resumed on 
the original petition for a permanent rate 
increase September 12th. 

A spokesman for Southern Bell Tele- 
phone & Telegraph Company said recent- 
ly the company was disappointed over 
the 6 per cent rate increase granted in 
August. 





Financial News 
and Comment 


By OWEN ELY 


Inflation Again? 

Fe the first time in four or five years 

the Federal Treasury has started is- 
suing “new money” short-term paper 
instead of merely refunding debt 
previously outstanding. Immediately 
after the war the government had a huge 
backlog of cash—$15-$20 billion—by 
which it avoided deficit financing, and 
later the budget was miraculously bal- 
anced. But Washington is now return- 
ing to the idea that, with the present 
trend towards a welfare state, deficit 
financing is the lesser evil and that the 
government’s duty is to sustain prices 
and business activity at a high level 
through Federal spending. Thus many 
millions are used to buy butter, eggs, 
and potatoes to take them off the market, 
even if the food spoils as a result. 

Also, the government has again defi- 
nitely embarked on a cheap money pro- 
gram and the Federal Reserve has taken 
several steps to reéxpand bank credit. At 
the same time the automobile industry 
is at record activity, consumer instalment 
credit has reached new highs, the states 
are borrowing hundreds of millions for 
soldiers’ bonuses, and the Federal gov- 
ernment expects to hand about $2 billion 
cash to veterans next year for insurance 
“adjustments.” All this raises the ques- 
tion of whether the inflation wheels are 
turning again. Fourth-round wage in- 
creases, if granted to U. S. Steel and 
Ford employees, may tell the story. 
Labor, government, and the farmer are 
teamed together to keep the ball rolling. 
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Observers are puzzled as to when it will 
stop or where it will end. 


HE accompanying chart shows pub- 

lic and private debts since 1916. In 
1929 corporate and private debts 
reached new highs and a record depres- 
sion was the result. Corporate debt 
reached a peak of $89 billion in 1929; 
this debt was slowly whittled down, 
reaching $73 billion in 1938, after which 
it started to increase slowly. Individual 
and noncorporate debt followed the 
same general trend, dropping from the 
high of $73 billion in 1929 to $52 billion 
in 1936, after which it increased slowly. 
Public debt increased only moderately as 
a result of World War I but, of course, 
went up on deficit financing in the 1930's 
and skyrocketed during World War II. 
In 1929 our total net debt was 16 per 
cent government, 46 per cent corporate, 
and 38 per cent individual. In 1947 it 
was about 58 per cent government, 24 
per cent corporate, and 18 per cent in- 
dividual. Moreover a very substantial 
part of our government debt is short 
term or payable on demand, and there 
is also a sizable volume of short-term 
corporate and individual debt. This 
short-term debt structure is the weakest 
part of our national economy. For in bad 
times it may be hard to pay or refund 
these debts. Defaults, whether by home 
owners, farmers, corporations, or gov- 
ernment bodies, mean a slow and pain- 
ful process of readjusting the ownership 
of wealth—witness the 1930-1935 de- 
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bacle, when many mortgages couldn’t be 
renewed. Meanwhile, when it is hard to 
borrow new money, construction work 
of all kinds slows up and unemployment 
results. 

It is possible to maintain a high-debt 
structure as long as national income is 
maintained at correspondingly high lev- 
els. From the accompanying chart it 
looks as though a normal ratio might 
be around 1.8 to 1 or 2 to 1. Unfortu- 
nately our figures on national debt are 
always a year or two behind so we don’t 
know when the danger point 1s reached. 
In 1929 debts were about 2.2 times na- 
tional income and a big proportion of the 
debt was in highly vulnerable stock 
market mortgage and farm paper. At 
present these particular types of debt 
seem unlikely to make trouble, and cor- 
porate short-term paper thus far remains 
pretty well protected. The big enigma 
is government credit. Can the govern- 
ment continue indefinitely to subsidize 
farm prices at a high level? Can it con- 
tinue for years to juggle over $40 
billion short-term paper and some $50 
billion nonmarketable U. S. savings 
bonds? The Federal government has 
assumed broad powers over the commer- 
cial banking structure, but commercial 
banks hold only about 36 per cent of 
the government debt. The balance is dis- 
tributed as follows: U. S. agencies 13 
per cent, state and local governments 3 
per cent, institutions 14 per cent, other 
corporations 8 per cent, and individuals 
26 per cent. 


yao bonds are largely held by 
individuals and since the bonds have 
no market the government is relieved of 
worry over price trends. Nevertheless 
a possible future decline in long-term 
treasuries, such as occurred in Liberty 
bonds in the 1920's, might arouse fears 
for the safety of savings bonds at some 
point in the future. Of course the present 
monetary setup is highly flexible and 
the Federal Reserve System is elastic 
enough, seemingly, to pull the govern- 
ment out of almost any financial diffi- 
culty. But in doing so, might it not have 
to inflate the currency? 
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Perhaps these are unwarranted fears, 
but in any event business is required to 
be on continued guard against inflation, 
which does everybody harm in the long 
run. The purchasing power of our dollar 
has already declined sharply in the past 
two or three decades, and its gold con- 
tent has been cut 43 per cent. Inflation 
is the traditional way by which weak 
governments try to offset their debt 
burden by raising the level of the national 
income. It robs the “white-collar” class 
of their savings and benefits only the 
speculator. It is bad for railroads and 
utilities, which find it much more difficult 
to gain compensating rate increases than 
do unregulated industries. While it may 
temporarily seem to benefit labor, in the 
end it may necessitate a broad readjust- 
ment of wealth and credit, with a 
resulting depression injuring everybody. 


Annual Statistical Publications 


wo annual statistical publications 

have reached the editor’s desk — 
Turner’s “Financial Statistics of Utili- 
ties for 1949” and Hartt’s “Market 
Analysis of Common Stocks of Public 
Utility Companies.” 

Turner’s book devotes two pages each 
to the principal electric and gas operating 
companies, which are conveniently ar- 
ranged in alphabetical sequence. Some 
424 companies are covered, including 
subsidiaries of holding companies; an 
improvement would be to list holding 
company subsidiaries by systems instead 
of indexing them with the operating 
companies. Five-year data are given for 
each company, including a summarized 
income account and balance sheet and a 
few statistical ratios. A small outline map 
of the sections served and some details 
about the area, the number of customers, 
etc., are added. Space given to an earn- 
ings and dividend chart for each com- 
pany might better be devoted to addi- 
tional statistics such as the average 
kilowatt-hour rate, residential kilowatt- 
hour sales per annum, per cent earned 
on estimated rate base, capital ratios, etc. 
These statistics are needed to appraise 
utility securities. 
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He: large pamphlet, which ap- 
pears to have the same setup as in 
several years past, contains a larger num- 
ber of ratios and has some interesting 
data not readily available elsewhere, such 
as the amount of amortization of plant 
acquisition adjustments per share. 

In this connection, Mr. Hartt’s statis- 
tics include only the 127 electric com- 
panies whose stocks are in the hands of 
the public, and hence are less complete in 
this respect than Turner’s. On the other 
hand Hartt includes 56 gas companies, 
7 telephone, 7 water, 7 bus, and 7 street 
railway companies. 

Both books show combined figures for 
large groups of companies which may be 
of occasional use for comparison with 
individual companies, or for other re- 
search purposes. They both appeared a 


few weeks in advance of Moody’s “Util- 
ity Manual,” which also contains many 
ratios used by Wall Street. 


¥ 


Wall Street Brochures 


te accompanying table lists some of 
the memoranda and brochures is- 
sued by Wall Street houses on utility 
topics during the past quarter. The list 
is probably incomplete, since some 
studies are not publicized or distributed 
widely. We are particularly anxious to 
list the larger and more important 
studies, not only for current interest but 
for future reference. (We occasionally 
have inquiries for a list of all articles 
published on one company for several 
years past.) To insure listing, banking 


UTILITY REVIEWS BY WALL STREET FIRMS* 


Company Analyses Firm 
Josephthal 1 
Kerr & Co. 

Kerr & Co. 

David L, Babson (Boston) 
Hentz & Co. 

Carreau 

Argus Research 

Hentz & Co. 


Eastman, Dillon 


American Light & Traction 
Cities Service 

Columbia Gas System 
Commonwealth & Southern 
Delaware Power & Light 
Electric Bond & Share 
General Public Utilities 
International Hydro-Electric 
Interstate Power 


No. 
Pages 


Laclede Gas 

Public Service of Indiana 
Republic Natural Gas 
San Diego Gas & Elec. Co. 
South Jersey Gas 
Southern Calif, Edison 
Southern Company 


Southern Company 
United Corp. 

United Gas Corp. 

United Gas Corp. 

United Gas Corp. 

United Light & Railways 
Western Natural Gas 
Wisconsin Power & Light 
Wisconsin Power & Light 


General Reviews, Etc. 
Monthly Comment 
Monthly Review 
Monthly Review 


Reynolds 

Geyer & Co. 

Kerr & Co. 

Kerr & Co, 

Mercer Hicks 

Sutro & Co. 

First Boston, Kidder, Pea- 
body, Merrill Lynch 

Josephthal 

Hentz & Co. 

Josephthal 

Paine, Webber 

Reynolds 

Josephthal 

Kerr & Co. 

Loewi & Co. 

Geyer & Co, 


Reynolds 
Eastman, Dillon 
Josephthal 


aANOs | | CNANKNLhS 


1 | mmcommn! S 


Natural Gas for Atlantic Utilities 
Public Utilities Common Stocks 


Kerr & Co. 
Stroud 


*Similar lists appeared in the FortNiGHTLy of May 26th and ‘March 17th, and in 1948 in the 
December 16th, September 9th, June 3rd, and March 11th issues. **Latest issue. 
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houses are requested to mail copies of 
studies direct to the financial editor— 
Owen Ely, 61 Broadway, New York 
6, New York. 


e 
Interest Credits on Construction 


Funds 


IcE President W. F. Stanley of 
Southwestern Public Service Com- 
pany writes as follows: 


I intended writing you sooner after 
reading your comments in the July 
7th ForTNIGHTLY on the subject of 
“Construction Fund Interest Credits.” 
I think you raise a most interesting 
point On a very important subject. I 
am not, of course, familiar with the 
methods used by the various other 
companies in the electric industry in 
the matter of computing interest dur- 
ing construction, but as to those com- 
panies subject to FPC accounting 
jurisdiction, it appears it will be neces- 
sary that they follow, at least gen- 
erally, the standards set out in the 
Uniform System of Accounts. Under 
this system, the interest during con- 
struction must be accumulated and 
added to each item of property addi- 
tions at the time of its completion. 

Accordingly, it has been our policy 
to accumulate interest during con- 
struction only on types of property 
additions which involved a fairly sub- 
stantial total expenditure on the one 
hand, and also which require a con- 
siderable time for completion. Any 
other treatment of the items in detail 
would lead to considerable additional 
accounting work. The effect of this 
policy is, as a practical matter, that 
interest during construction is not 
accrued with respect to ordinary con- 
nections of new customers, which, of 
course, constitute a substantial part of 
the total expenditures, nor on many 
other individual items. 

I have just been looking back over 
our results for the twelve months 
ended May 31, 1949, and I find, as a 
result of this policy, the amount of in- 
terest during construction credited 
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during this twelve months’ period 
appears to reflect a return of only about 
3.50 per cent of the average amount of 
work in progress during this twelve 
months, arrived at by adding work in 
progress at the end of each month and 
dividing by 12. In other words this 
means that, under our system, interest 
was actually computed on less than 
70 per cent of the work in progress 
during the last twelve months. 

Assuming an obtainable and per- 
missible return on the investment in 
the new facilities of 6.2 per cent after 
Federal taxes (an arbitrary assump- 
tion) we then come to the point you 
raise—will this return be fully obtain- 
able, having in mind that some of the 
facilities may merely create reserve 
capacity and not immediately yield a 
return? 

Obviously, only a portion of the 
work in progress could, under the very 
worst assumptions, be considered as 
creating reserves. For instance, all the 
new customer connections and other 
distribution extensions and additions 
are not in that category, as they would 
not be made unless the business would 
soon be available. The same, I think, 
is largely true of the transmission lines. 

Accordingly, the principal categories 
to which the reserve factor would 
apply are power plant additions. As you 
are aware, generating equipment now 
represents roughly one-third of utility 
plant, and it is indicated that the addi- 
tional facilities being constructed also 
will contain about that proportion of 
generating facilities. This being the 
case, it would seem that the “reserve 
factor” could apply only to the gen- 
erating equipment and in part to the 
transmission lines. 

I would think that under no circum- 
stances should the proportion of new 
generating equipment (which might 
constitute reserve) exceed 50 per cent 
of the new installations, and that prob- 
ably not over one-third of additional 
transmission lines would fall into this 
category, so that the maximum over-all 
portion of additions which might be 
used solely as reserve capacity would 
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be something like 25 per cent of total 
construction expense. 

If it were to be assumed that inter- 
est during construction for the indus- 
try as a whole would be approximately 
the same in relation to work in prog- 
ress as in the case of Southwestern, 


e 
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this would, as stated above, represent 
a return of about 3.50 per cent on total 
work in progress. If the assumed 
return of 6.2 per cent after Federal 
taxes on the additional investment were 
reduced by one-quarter to compensate 
for the maximum reserve factor, the 


CURRENT UTILITY STATISTICS AND RATIOS 


Unit Used 


Operating Statistics (June) 
Output KWH—Total 
Hydro Generated 

Fuel Generated 
Capacity 
Customers, no. 


Fuel Use: Coal 


“ 


Mill. 


Coal Stocks 


Sales, Revenues, and Rates (May) 
KWH Sales—Residential 
Commercial 
Industrial 
Total, incl. misc. 
Rev enues—Residentiz il 
Commercial 
Industrial 
Total, incl. misc. sales ........... 


Revenues and Income (May) 
Elec. Rev., incl. misc. rev. 
Misc. Income 

Expenditures (May) 

Fuel 


Misc. Expenses 
Depreciation 
Taxes 
Interest 
Amortization, etc. 

Earnings and Dividends (May) 
Net Income 
Preferred Div. (est.) 
Bal. for Common Stock (est.) .... 
Common Dividends (est.) 
Balance to Surplus (est.) 


Utility Financing (July)* 


Bonds 
ST RS aca hw eyes ae eee 


Bill. KWH 


Mill. KW 


Mill. tons 
Mill. MCF 
Mill. bbls. 
Mill. tons 


Per Cent Increase 
Latest Latest 
Month 12 Mos. 


Amount 
Latest Latest 
Month 12 Mos. 


i) 
w 


NAC RNS 


288.9 


~ 


bo wn ure 
BANA DANS 


BSS 


Bill. KWH 


Life Insurance Investments (January Ist- August 8th) 


Rr rer er 
a, _— 


D—Decrease. *Data for all utilities (electric, gas, telephone, etc.), including refunding issues. 
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return on the over-all expenditure 
would become 4.65 per cent which, you 
will observe, would still considerably 
exceed the 3.50 per cent return from 
interest during construction. 

This seems to me to indicate that 
even with a maximum reserve factor, 
the industry can expect to receive a 
greater amount of earnings after taxes 
on the additional equipment than the 
amounts credited to interest during 
construction, while the work was in 
progress. 

Of course, this is predicated on 
the assumption that the effective in- 
terest during construction would not 
exceed 4.65 per cent when applied to 
all work in progress. 

Of course, in the case of South- 
western I think the reserve factor 
would be unusually low, so that this 
differential between an assumed return 
of 6.2 per cent (less allowance for 
reserves) and the 3.5 per cent return 
as interest during construction could 
easily run from 2 per cent to 2.5 per 
cent on the investment after comple- 


tion of the greater part of the con- 
struction program for the 1949, 1950, 
1951, and 1952 fiscal year periods. 


> 
FRB Chairman Wants to Aid 
Equity Financing 


EDERAL RESERVE BoARD Chairman 
Thomas B. McCabe came out re- 








cently with a strong statement about the 
necessity of raising more equity capital 
for American business, thus supporting 
the campaign waged by President Emil 
Schram of the New York Stock Ex- 
change. 

Recently, Congress has initiated an- 
other investigation of general business, 
with the idea of finding and forestalling 
the causes of major depressions. It is 
even said that, despite Representative 
Celler’s highly vocal criticism of insur- 
ance company investments, Congress may 
favor granting insurance companies the 
power to invest in common stocks — 
though such power would have to be 
granted by the state legislatures under 
the present setup. 

Chairman McCabe’s statement to a 
congressional committee fitted into the 
picture of what economists and business 
leaders have been telling Congress for 
some time. Coming from such a 
source the advice will carry great- 
er weight. Mr. McCabe advocated 
the following changes: (1)  reduc- 
ing income taxes to make cash avail- 
able for investment. (Mr. Hoover’s re- 
cent talk also stressed this factor.) (2) 
Eliminate double taxation of dividends. 
(3) Revise tax exemption on municipal 
bonds. (4) Liberalize “carry-back” 
tax provisions to cut business losses. 
(5) Permit heavier depreciation of new 
plant for tax purposes. (6) Liberalize 
capital gains and losses regulations. 
(7) Permit insurance companies to buy 
common stocks. 





CURRENT COST OF FINANCING 
Yields on Various Types of Utility Securities 


*Government Bonds—Tax Exempt 
; —Taxable 
OR UN Sos vase wtesesccsan ous 


Utility Pref. Stocks—High Grade 
—Medium Grade 
Utility Common Stocks 


*Long term. a—Moody Index. b—Standard & Poor’s Index. 


1949 Range 
High Low 
1.47% 


Recent 
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i) 
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RECENT FINANCIAL DATA ON TELEPHONE, TRANSIT, 
AND WATER COMPANIES 

8/9/49 Indicated ———Share Earnings———- — 

? d Approx. 12 Mos. Cur. Prev. % In- 

teld Ended Period Period crease 

Telephone Companies 
sell System 

May $8.89 
Dec. 3.76 
June 7.25 
June 4.59 
May 6.21 
Dec. 2.22 


A 


sive! 


Independents 
A ssociated 


tA 
wih 


Cc 
S Gener 

C Penin ar 
O Rochester * 


Transit Companies 
O 


SRE | 
NOS 


| 


oN 
Boe] 
oa 


Dud Sod Om? one Sa 


(>) 
O 
O 
O ’ erm 
O Duluth Sup. Trans. ...... 
O Kansas City Pub. Ser. 
O Los Angeles Transit 
S Nat'l. City Lines 
O Phila. Transit . 
O Rochester Trans 
St. Louis Pub. Ser 
Syracuse Trans 
Th 
Twit 


iil —— 
NANNY 
| ONO UNNU 
| WSyuss | 
wos Oc 


— 


“SID 
uw 


i) 
NW OOLAMN 


™ODAWOindimNrie 


blr Std 


| 
| 
| 
i 


© 
x 


Water Companies 

Holding Companies 
S Amer. Water Works .... 59 Mar. 
O N. Y. W i Oe seas 27 0 x June 
O Northeastern Wat — Mar. 


Nd 
Sela 


~ 
an 


Operating Companies 
Calif. Water Ser. .. 

EF] zabet! town \ ater 
Hackensack Water 

Indianapolis Wate: 

Middlesex Water 

New Haven Water 

Ohio Water Ser 

*hila. & Sub. Water ...... 
Plainfield Union Water .. 

San Jose Water ......... 31 
Scranton-Spring Broo! 

Southern Cal. Water .... 40 Dec. 4.18 
Stamford Water 53 Dec. 2.21 
West Va. Water Ser. .... 15 June 1.47 


Averages 5.9% 12.4 


bo 


May 

Dec. 6.89 
Dec. 2.79 
Dec. 1.42 
Dec. 4.94 
Dec. 

June 2.15 
Dec. 3.01 
Dec. 5.02 
June 2.95 
Mar. 85 


o 9 09 UU 
an os ome 
mNOWSOOAS 

at 


NO SONSSboR ARNON 


AW ION AD BN NT 
my Ody Wye: 
BUOAKSRSS 
SRO=SHAWA=Ht 
NODOUWA Www 


—DdN 


D—Deficit. E—Estimated. C—Curb Exchange. O—Over-counter or out-of-town exchange. 
S—New York Stock Exchange. 


SEPT. 1, 1949 308 





FINANCIAL NEWS AND COMMENT 





RECENT FINANCIAL DATA ON GAS COMPANY STOCKS 


8/9/49 Indicated ————-Share Earnings-—_—--- 
Price Dividend Approx. 12 Mos. Cur. Prev. % In- 
About Rate Yield Ended Period Period crease 


Dec. $1.44 $ .80 a 
June 182 1.78 

Mar. 1.01 1.20 

Apr. ; 1.53 

Mar. t 4.58 

July 
June 
Dec. 
June 
Mar. 
Dec. 
Dec. 
June 
June 
Apr. 
Dec. 
June 
June 
Dec. 
June 
Dec. 
Dec. 
Mar. 
June 
Mar. 
Apr. 


Natural Gas—Retail 
C Arkansas Natural Gas ... 
O Atlanta Gas Light 
5 Columbia Gas System .. 
Consol. Gas Util. 
Consol. Nat. Gas 
Houston Nat. Gas 
Indiana Gas & Water .... 
Kansas-Neb. Nat. Gas ... 
Laclede Gas Light 
Lone Star Gas 
Minneapolis Gas 
Mission Oil 
Mobile Gas Service 
Montana-Dakota Util. 
> National Fuel Gas ....... 
*Q National Gas & Elec. 
> Okla. Natural Gas 


> 
oS 
R 
al 
© 


_ 


ro 
NIBSNSSONAS© 


AADANBWOUNwOOSO 


we ee WE Or OO ee ID 
— ee 


— 
_ 
NS 


_ 


— 


( 
S Pacific Lighting 

C Pacific Pub. Ser. 

*S Peoples Gas L.& C....... 
C Rio Grande Valley 

O Rockland Gas ........... 
O 

O 

S 

Ss 


NWO UR NOOO 


we RinNWiNnNwwoosoun: 


Southern Union Gas 
Southwest Nat. Gas ..... 
United Gas 

Washington Gas Light .... 


DN END D GDN 90 DDN D en 1 Go INI BUDD ; 
RQDOSCK SWANNAOCN WK NNNOFKONUOONI 


ts ee 
GO at pet Cp SS SONI BO 9 10 
UnWwrormwoocoRanNace 


on 
co 
R 
_ 
So 
oo 


Averages 


Natural Gas—W holesale and Pipeline 
S_ El Paso Nat. Gas 26 
O Interstate Nat. Gas ..... 

O Mississippi River Fuel . 

O Missouri-Kansas P. L. 
Mountain Fuel Supply .... 
Northern Nat. Gas ....... 
Panhandle East. P. L. 
Republic Natural Gas .... 
Southern Nat. Gas 
Southern Production .... 
Southwest Gas Prod. 
Tenn. Gas Trans. 


bh 


\ Ute DON GOO 
| 


June 
Dec. 
June 
Dec. 
Dec. 
Mar. 
June 
June’48 
June 
Mar. 
Dec. 
Apr. 


SS 
oN 


DODO DO 
—) 
so 
on 


woNDaiownm 


eon 


o 
CSONAWwWS 


D9 Un i Go oe Nb 
wokhukhwOOonN OD 
w 


WI oe 
SS=—ISNN= 
PNIDWAOOK Oe 


| | 
nN 
w 


on 
iS) 


un 
tN 
S 
of 


Averages 


Manufactured Gas—Retail 

. Bridge port Gas 

O Brockton Gas L. 

S_ Brooklyn Union Gas 
oe OS eae 
O Haverhill Gas I 

O Jacksonville Gas ......... 
C Kings County Ltg. ....... 
O 
O 
O 


R 


D5 
Dil 
D12 
47 
7 


tn DAN oo 
OO RAD CO 


New Haven Gas Light .... 
Providence G 
a Rare 


NAAN SOON) 
COnNnushON KH 


14 
6 


—t at 
Nw 
ost oO 


D 


Co 


Averages 5.9% 16. 


D—Decrease or deficit. E—Estimated. C—Curb Exchange. O-—Over-counter or out-of-town 
exchange. S—New York Stock Exchange. *Company serves mixed gas but the trend in most 
cases is toward greater use of natural gas, hence we have dropped the separate classification. 
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What Others Think 


Policy Guides for Good Labor 
Relations 


OWELL C, GRONER, president of the 

Kansas City Public Service Com- 
pany, in a recent address before the 
Fourth Annual Conference on Human 
Relations in Industry, described the 
theme of the conference—human rela- 
tions in industry—as being “one of the 
most impelling problems which con- 
fronts our nation today.” Its solution, be 
it good or bad, will have far-reaching 
effects on “this last great citadel of free 
enterprise and democracy.” 

The utility man pointed out that Com- 
munism, after paying lip service to the 
respect for the dignity of man, in prac- 
tice actually subordinates him to the will 
of the state, while in contrast representa- 
tive democracy is fundamentally based 
on the dignity of man, yet, nevertheless, 
it has not always fully adhered to this 
principle in actual practice. 

Mr. Groner attributes much of this to 
the existence of autocracy in business and 
labor as well. He claims that the long- 
exploded theory of the “divine right of 
kings” is still being practiced by some 
managements when they continue to de- 
mand the right to run their businesses as 
they please and to hire and fire at their 
whim, without explanation or enlighten- 
ment to those engaged therein. 

Labor, too, is guilty of this in that the 
leaders make uninformed and irresponsi- 
ble demands after formulating them in 
“star chamber” proceedings in which the 
rank and file has had no real voice ; and 
then seek to enforce these demands on 
not only the employer involved but on 
other employers and on the general pub- 
lic. He states: 

I hold that such arbitrary action is 
an affront to the dignity of man— 
equally whether it is the “take it or 
leave it and walk-out” attitude of some 
managements or the “take it or leave 
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it and suffer a tie-up” attitude of some 
labor leaders. Neither makes for con- 
tinued faith in our system of govern- 
ment which, although admittedly not 
perfect, is the best and has brought 
more advancement of any yet devised 
by the genius of man. Neither makes 
for harmony among our people. 
Neither makes for the humanizing of 
relations in industry. Neither adheres 
to the ideals of a representative democ- 
racy. 

30th play unwittingly into the hands 
of those who would change us into a 
communistic state; and I say “unwit- 
tingly” because the sardonic feature of 
such course of action is that we there- 
by merely transfer to the state the 
autocratic powers being exercised by 
management or labor ; whereupon the 
state promptly proceeds to enforce 
them far more completely and effec- 
tively than either management or labor 
ever did or could do. 


M* GRONER believes that it would be 
to the best advantage of labor and 
management to realize that they have 
important stakes in good public opinion 
which will be based on their employer- 
employee relationship. Since a business 
is totally dependent on what the public 
thinks of it, good public relations are 
absolutely essential. 

To insure this, the speaker maintains 
that labor and management should less 
tend to air their differences in public 
with propaganda and name calling since 
this might well create ill feeling on the 
part of the public toward both labor and 
management. The speaker goes on to 
say : 

Controversies between management 
and labor are to be expected—even 
strikes and lockouts from time to time 
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but when either side to such a con- 
troversy goes out to arouse public 
opinion against the other fellow, it is 
in reality befouling its own nest and 
adversely affecting the operation of 
the enterprise out of which they both 
make their living. Would it not be far 
better, when the parties have their 
differences, to do as does any respect- 
able family, and make every attempt to 
settle them in private and not out in 
the gutter ? 


M* Groner then sums up what he 


considers to be a good labor rela- 


tions policy for management to follow. 
It consists of a policy of : 


(1) Taking a personal interest in 
the welfare of the employees, without 
paternalism ; 

(2) providing wages, working con- 
ditions, and stability of employment 
to the fullest extent commensurate 
with the ability of the company to do 
so under the facts and circumstances 
of the particular case, taking into con- 
sideration competitive conditions and 
the just interests of the investors and 
the public ; 

(3) insisting with firmness upon re- 
tention of all authority for operating 
the business commensurate with the 
responsibilities of management to the 
investors, the employees, and the pub- 
lic, but not of despotic powers ; 

(4) observing implicitly its con- 
tracts with labor, not only in letter but 
in spirit, and insisting upon similar 
observance by labor; 

(5) respecting labor’s natural de- 
sire to be treated as human beings; 

(6) keeping labor adequately in- 
formed of the ways and wherefores 
of that policy and of the basic opera- 
tions of the business—in short, of 
keeping labor “in on the know” in 
matters of mutual interest. 


Such a policy, Mr. Groner believes, 
will win support and reverse hostile em- 
ployee attitudes to the advantage of all 
concerned. 

The utility executive then makes the 
observation that the days of “the 
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public be damned” attitude — either on 
the part of labor or management — have 
long since passed. A more appropriate 
attitude would be “the public be pleased.” 
The abuses of the past should be buried 
with the past, since the present-day prob- 
lems are such that they demand the 
highest degree of statesmanship in labor 
management relations. A rule of reason 
is recommended rather than one of the 
fang and the claw, since it will not be easy 
for management to assume increased fi- 
nancial burdens in the face of a falling 
market, even though the facts and cir- 
cumstances may justify same in some in- 
stances ; nor will it be easy for labor lead- 
ers to advocate a stabilization of those 
burdens, or a cut therein, even though 
the facts may indubitably show the neces- 
sity thereof. The speaker adds: 


But whatever may come out of those 
dealings, the results thereof and the 
reasons therefor must be so “gotten 
across” to the rank-and-file employees, 
by joint effort of the managerial] and 
labor leaders, so as to be reflected in 
sound employer-employee attitudes, 
not only towards each other but—even 
more important—in their impact on 
the public relations of the enterprise. 


Mr. Groner cites the injustices to labor 
in the 1920’s and puts the onus of blame 
on these injustices of management as be- 
ing the cause for the pendulum to swing 
so far the other way during the period 
of the Great Depression and its political 
repercussions — so far, if fact, as to 
cause an autocracy of labor leaders to 
replace one of management with the end 
result being that labor was placed in a 
position where in the eyes of the law it 
could do no wrong and with powers in- 
vested in labor leaders far beyond what 
even the most reactionary business leader 
had ever aspired to exercise. “It is un- 
derstandable,” according to Mr. Groner, 
“that under those circumstances the 
‘heady wine of power’ should cause ex- 
cesses, with the rank and file of labor 
being led to look upon management as 
its natural enemy, worthy only of a hos- 
tile attitude and with anything suspect 
that it might do or say.” 
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HESE painful times were followed 

by World War II and the postwar 
boom where in a seller’s market, labor 
costs were largely disregarded in the urge 
for more and more production. In view 
of the foregoing, it does not seem sur- 
prising to Mr. Groner. that 


in the cold grey dawn of the morning 
after — labor should fail in all in- 
stances to catch the changed signals 
and be fully in the play for customer 
satisfaction and good will. Js it any 
wonder that the workingman fails to 
realize in all instances that a full day’s 
pay calls for a full day’s work; that 
the easy money and the big profits are 
over ; and that capital to expand plants 
and provide job openings is hard to 
get? 


It is the job of business to undertake 
the lead in orienting labor to these new 
conditions and in improving its attitudes 
in the cause of better public relations. 
Loyalties must be won back to the extent 
that they have been lost. Business must 
be frank and fair with labor even to the 
extent that it may have to state unpalata- 
ble truths as to declining markets, in- 
creased competition, and the need for 
reducing costs. Patience and tolerance 
must prevail on the part of management 
if ‘sub rosa” opposition by labor leaders 
is encountered in attempting to bring 
about a successful accomplishment of 


these orientation measures. The labor 
leader will have to become aware of the 
economic life as it exists today. 

Mr. Groner then quotes from the July 
issue of the American Federation of La- 
bor publication, Monthly Survey: 


Perhaps your employer prospects 
are excellent. But if his profit margins 
are being squeezed by price declines, 
your future will be more secure if you 
help him improve his competitive posi- 
tion. This is viewed as a recognition 
of the sign of the times on the part of 
labor and most encouraging. 


The speaker then concludes by crystal- 
lizing business production problems with 
the following : 

The crying need today is for in- 
creased production at decreased cost 
— so as to permit an orderly retreat 
from the plateau of inflation where 
we have been so long entrenched. 
Failure to do so may convert that or- 
derly retreat into a rout, with dis- 
astrous consequences to labor as well 
as to management. Can we on either 
side of the table — with justice to our- 
selves and our posterity — fail to ac- 
cept that challenge? 

Mr. Groner’s remarks were of wide 
interest in that he reviewed a problem of 
immediate concern to both utility and 
businessmen as a whole. 





Greeting the New Stockholder 


fb B operating and holding compa- 
nies — which, as a result of their 
participation in the divestment proceed- 
ings under the Holding Company Act, 
find a host of new stockholders joining 
the corporate family — are extending a 
warm hand of welcome to these new 
members in the form of get-acquainted 
literature, Information of interest to the 
new stockholder — such as an introduc- 
tion to the company officers and direc- 
tors, geographic and economic data cov- 
ering the service area of the utility, bal- 
ance sheet and income figures, and plant 
and equipment information — are being 


SEPT. 1, 1949 


presented in the form of handsome bro- 
chures, well-illustrated booklets, and let- 
ters from the president, supplemented 
with general information about the op- 
erations of the utility. Notable among 
these are four presentations recently 
published by Middle South Utilities, Inc., 
the Southern Company, the Ohio Edison 
Company, and Consumers Power Com- 
pany. 

The Middle South publication is an 
informative brochure giving in word and 
photograph complete background infor- 
mation about the operations of the Mid- 
dle South activity. Keynoting the book- 
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“JOHN HENRY !!” 


let and running through its 32 pages is 
a company emblem spotlighting the op- 
erating area on a globe of the world with 
the phrase: “The Middle South — A 
World of Opportunity.” Pictures of the 
Middle South officers, its directors, and 
the officers of the operating companies — 
Arkansas Power & Light, Louisiana 
Power & Light, Mississippi Power & 
Light, and the New Orleans Public 
Service, Inc. — add a persona] touch for 
the benefit of the reader. Matters of dis- 
cussion include economic information 
about the area, operational data about 
each subsidiary, system planning, financ- 
ing of construction, rural development, 
and balance sheet information. 


QO’ novel interest should be the “area 
program,” which is described as 
follows: 
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In the last decade the nation has be- 
gun to appreciate the potentialities of 
the Middle South. The exceptional 
growth and advancement which are 
taking place in Arkansas, Louisiana, 
and Mississippi are a measure of this 
interest and this awareness. 

Believing that joint efforts to help 
in developing the area would be of 
value, the four operating companies 
inaugurated the Middle South area 
program. As part of the program these 
companies, through a central office, are 
cooperating to promote economic de- 
velopment. This office, known as the 
Middle South Area Office, occupies 
Room 211 in the new International 
Trade Mart in New Orleans and 
serves as a source of information about 
the area. The office employs a research 
staff and sponsors national advertising 
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which calls attention to the opportuni- 
ties in and the progress of the Middle 
South. The current series of advertise- 
ments in leading national media stress 
industry’s confidence in the future of 
the Middle South. 


A large hand map of the operating 
territories completes the Middle South 
story. 


N introduction to the Southern Com- 
pany is available through the me- 
dium of the company’s new publication, 
entitled “The Southern Company and 
the Territory It Serves.” Its copiously 
illustrated pages, complete with descrip- 
tive comment, operating facts and fig- 
ures, officer and personnel information 
covering the Southern Company and its 
operating subsidiaries, vividly present a 
well-rounded picture of the company’s 
activities. Of the company’s growth and 
opportunity, the booklet says: 

The Southern Company, through its 
four operating subsidiaries, Alabama 
Power Company, Georgia Power 
Company, Gulf Power Company, and 
Mississippi Power Company, supplies 
electric service throughout an area of 
about 94,000 square miles in the South- 
east, comprising most of the states of 
Alabama and Georgia and parts of 
Florida and Mississippi. 

The electric facilities of these sub- 
sidiary companies constitute an inte- 
grated electric system. Power is pro- 
duced by means of steam generating 
stations, run-of-river hydro stations 
and storage hydro stations, the opera- 
tion of these diversified power sources 
being so codrdinated by a central dis- 
patching agency as to produce the 
required amount of power at the low- 
est cost consistent with a high degree 
of service reliability. 

According to the publication, the inte- 
grated system of the Southern Company 
had its genesis in studies undertaken 
more than thirty years ago looking to- 
ward the interconnection of the trans- 
mission lines and the coordinated opera- 
tion of the plants in the Southeast, Ten 
years later the integrated power system 
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had become a reality. These studies were 
made under the direction of Eugene A. 
Yates, now president of the Southern 
Company. 

The Southern Company’s service area 
is a land of industrial and agricultural 
promise, Manufacturers are turning to 
the South in ever-increasing numbers, 
attracted by its natural resources, its 
populous markets, its adequate supply of 
readily trained, native-born workers, its 
friendly and codperative people, its fa- 
vorable climate, and other advantages. 

A record of electrical progress is por- 
trayed by the use of graphs showing the 
steady increase in the use of electric 
energy in the area in recent years. The 
orderly presentation of company infor- 
mation plus the impressive array of strik- 
ing photographs combine to make the 
presentation a noteworthy piece. 


NE hundred and thirty thousand 
Commonwealth & Southern stock- 
holders have just received a folder from 
the Southern Company containing a let- 
ter from E. A. Yates, president, in which 
he points out that upon surrender of their 
Commonwealth & Southern stock under 
the terms of the dissolutionment of 
that holding company, they will receive 
35/100ths of a share in the Southern 
Company and 6/100ths of a share in 
Ohio Edison for each share of common 
stock held. Inasmuch as they now become 
stockholders in the Southern Company, 
Mr. Yates gives a brief statement con- 
cerning the activities of the Southern 
Company. A summary of trend of income 
showing the consolidated earnings for 
the year ending June 30, 1949, is also in- 
cluded in the folder as is a map of the 
operating territories. 

This same group of stockholders also 
have received a letter of welcome from 
Walter H. Sammis, president of the Ohio 
Edison Company. This letter is included 
in a folder describing the activities of the 
company. The letter cites the continuous 
dividend-paying record of the utility and 
outlines the expansion program necessi- 
tated by the ever-increasing demands for 
the company’s services. In the five re- 
maining pages of the folder the Ohio 
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Edison system is described for the in- 
formation of the new stockholder. 
President Justin R. Whiting of the 
Consumers Power Company has also ex- 
tended a warm welcome to 16,000 pre- 
ferred stockholders of Commonwealth 
& Southern, who will become stockhold- 
ers in Consumers under the Holding 
Company Act divestment proceedings. 
In a letter written by Mr. Whiting to 
the new stockholders, he outlines the pro 
rata stock transfer arrangement and goes 
on to tell about the 40-year history of 
Consumers which has been marked with 
pioneering developments and improve- 
ments of enduring value to its customers 


and to the electric and gas industries in 
general. The letter was accompanied by 
an illustrated pamphlet giving a brief out- 
line of the company, and its services, 
showing the growth of the business. A 
noteworthy item in this outline points out 
that the Consumers Power Company is 
the largest electric and gas utility in the 
country which does not serve a metro- 
politan area. Being so situated the com- 
pany has shown a marked growth result- 
ing from a decentralization and diversity 
of industry. 

All four of these publications demon- 
strate effective techniques in maintaining 
good management-stockholder relations. 





Utilities Still Blue-ribbon Attractions 
For Investors 


ERRILL LYNCH, PIERCE, FENNER, 
& BEANE has recently published 
for the investor an informative 28-page 
booklet on public utilities. The booklet, 
consisting of two sections, devotes the 
first 11 pages to an objective and factual 
recital of background information, both 
historical and current, aimed at giving 
the prospective utility investor a broad 
insight into the operations of the public 
utilities. The succeeding pages deal spe- 
cifically with 44 utilities, giving operat- 
ing information, capital structure, and 
past earning figures in each case. 
Citing the public utilities as being rela- 
tively depression proof, the booklet be- 


gins: 


Utilities are nearly depression proof 
because the bulk of their income is 
steady; the home owner, the apart- 
ment dweller, the shopkeeper, and the 
small businessman, all must have elec- 
tricity and gas regardless of business 
conditions, and these people pay two- 
thirds of the country’s electricity and 
gas bills. Purchasing power may drop, 
but houses must still be heated, rooms 
lighted, food cooked, stores kept open, 
laundries operated. 


Despite the fact that two-thirds of the 
country’s electricity and gas bills are paid 
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by the small users, the brochure points 
out that the industrial users account for 
more than one-half of the gas and elec- 
tricity sold. This is explained by the low- 
er rates charged by the heavy-consuming 
industrial customer, because of (1) the 
large quantities used, thereby making 
big, efficient generating plants possible, 
and (2) the necessity for allowing these 
economical rates to industry in the face 
of a continued possibility that industry 
will choose to generate its own power if 
utility-supplied power proves uneconom- 
ical. 

Electricity sales of the past twenty 
years are reviewed as follows: 

The demand for electricity has 
grown at an increasing rate. The util- 
ities sold 30 billion kilowatt hours of 
electrical energy in 1918. Ten years 
later they sold more than double that 
amount, and in 1938 electrical sales in- 
creased to 93.7 billion kilowatt hours, 
more than triple 1918 sales. The rate 
of growth in the last ten years has been 
even more astounding : In 1948 utilities 
sold 240 billion kilowatt hours, almost 
three times 1928's sales and eight times 
as much as at the close of World War 


As to the future, it is predicted that 
the continued rise in appliance sales 


SEPT. 1, 1949 





PUBLIC UTILITIES FORTNIGHTLY 


will continue with the advent of new 
technological developments in the field 
and bear out the prediction of the Twen- 
tieth Century Fund that the American 
people will buy $1.4 billion worth of ap- 
pliances in 1950, eclipsing their mark of 
$1 billion which they spent in the year 
1948. As a result of this, the average 
home which used 853 kilowatt hours of 
electricity in 1938 and steadily increased 
to 1,563 kilowatt hours in 1948, is ex- 
pected to go on to an average consump- 
tion of 2,000 kilowatt hours by 1955. 

A contributing factor in this increase 
of electric power consumption will be the 
nation’s farm population inasmuch as 
each year the farmer is becoming more 
and more aware of the various uses of 
electricity which are becoming so im- 
portant in a competitive farm economy ; 
e.g., hens lay more eggs when electric 
lights are kept burning in the hen house ; 
few baby hogs die when an electric 
brooder is used; and water pumps and 
milking machines do one job while the 
farmer does another. What’s more the 
farmer has the money to buy these ap- 
pliances since his income today is at an 
all-time high, his cash reserves are way 
up, and his mortgage has been paid off 
or at least greatly reduced. All this adds 
up to the need for the utilities to continue 
expanding since in the business of selling 
electricity, generating capacity has to be 
there since, unlike merchandise, elec- 
tricity cannot be stored. 

As to the downward trend of fuel 
cost ratios, the report has this to say: 


In 1928 the average utility used fuel 
equivalent to 1.73 pounds of coal to 
produce each kilowatt hour of elec- 
tricity. This figure was steadily re- 
duced each year until 1942 when it 
leveled out at 1.30 pounds per kilowatt 
hour. 

This does not mean that utility de- 
sign reached the peak of efficiency in 
1942. Engineers have continued to de- 
sign and build generating plants of 
increasing efficiency. Last year plants 
were built that needed only .71 pounds 
of coal to produce each kilowatt hour 
of electricity. 
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Other factors, such as the drop in coal 
and oil prices, plus a tapering off of la- 
bor demands, all combine to make the 
cost outlook a rather favorable one. 


(she MENT competition is discussed 

in connection with the power out- 
put of the hydroelectric projects and in 
particular with relation to the request by 
the government to Congress for funds to 
build a steam generating plant at New 
Johnsonville. On this subject of govern- 
ment competition, it is said: 


Private utilities have more to lose 
from government competition than 
they have from government expansion 
into unexplored regions or from being 
bought out by the government. 


In support of this the report refers to 
the case of TVA buying out the subsidi- 
aries of Commonwealth & Southern, 
where they paid as much for the common 
stock as it would have brought in the 
open market. It also makes reference to 
the case of the American Power & Light’s 
holdings in Nebraska (a state acquisition ) 
where the state paid a sum that, rein- 
vested in a similar project, would return 
as much as the subsidiaries earned. The 
St. Lawrence waterway project is not 
looked on as too great a threat to the 
utilities since the U. S. share of any 
power production would increase the 
total capacity available to the Northeast 
by only a small percentage, even if “the 
government makes an uneconomical in- 
vestment in transmission lines of its own 
instead of selling the power to private 
companies for distribution.” 

Reference is made to a report of the 
80th Congress (as reported in the Flec- 
trical World) wherein it is claimed that 
if TVA, Bonneville, and the Southwest- 
ern Power Administration had to pay 
their own way, as do private companies, 
their rates would have to be doubled. 

On this subject, the booklet goes on to 
say: 


The government has advantages in 
operating an electric utility, all of 
them financial. (1) All federally 
owned and most state and municipally 
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owned utilities pay no taxes. And those 
that do, pay at a lower rate than pri- 
vately owned utilities. Last year pri- 
vately owned electric utilities paid 
$763,000,000 in taxes. This amounted 
to 17.8 cents out of each revenue dol- 
lar, more than the total amount that the 
utilities paid in fixed charges and set 
aside for depreciation (15.2 cents). 

(2) Governments pay less for the 
capital they use. They can borrow at 
a lower rate because they have the full 
credit of the government behind them 
and because the municipal and state 
bonds they sell are tax exempt. Besides 
they don’t have to pay dividends, they 
can finance their utilities entirely by 
issuing bonds; most well-managed 
utility corporations will not issue bonds 
for more than 60 per cent of their 
capitalization. 

Private utilities counter these ad- 
vantages with efficient, profit-stimu- 
lated management. 


The prospect of the application of 
atomic energy to the generating of elec- 
tricity is pointed out in that atomic au- 
thorities expect to have an experimental 
electric plant running by 1957. Until then 
it will not be possible to determine 
whether electricity can be produced more 
cheaply by splitting atoms or by burning 
coal. 


‘+. vast strides made by the natural 
gas industry are reviewed, with 
mention being made that natural gas was 
used as early as 1821 in upper New York 
state but that it remained for the dis- 
covery of vast reserves in Texas, Okla- 
homa, and Arkansas to spark the huge 
development of the industry as we see it 
today. Up until that time, investors 
would not risk capital in pipelines be- 
cause of a wariness that the supply might 
peter out. As a result of this increased 
activity, “there are more miles of gas 
pipelines in the United States than there 
are of railroad track or oil pipelines. Yet 
natural gas companies will construct 
more pipelines in 1949 than they have in 
any previous year.” 
The report concludes as follows: 
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Thirty years ago experts prophesied 
that we would be out of natural gas 
by now; yet today we have more 
proved natural gas reserves than we 
ever had before. 

True we use more gas every year; 
but we are still finding more gas than 
we use. In 1925 we used 1.2 trillion 
cubic feet of gas, while proved reserves 
were 23 trillion cubic feet. Last year 
we used 6 trillion cubic feet, found 14 
trillion cubic feet, and had at the end 
of the year proved reserves of nearly 
174 trillion cubic feet. 

Common sense tells us that this can’t 
go on forever. But until] there is some 
indication of a change in the trend it 
would seem sensible to continue as we 
have. One hundred and seventy-four 
trillion cubic feet is a big cushion. And 
new fuels may be developed long be- 
fore we use up all of our economically 
recoverable natural gas. 

There is, then, as far as we can fore- 
see, a practically inexhaustible supply 
of natural gas, waiting to fulfill the 
country’s apparently insatiable de- 
mand. 


In the conclusion of the natura] gas 
discussion the brochure points out the 
mechanics of natural gas contract opera- 
tions, explaining the nature of the “in- 
terruptible” type of contract and the 
methods used by the distributing utility 
in meeting the peak and low demand 
periods throughout the year. 

A brief description of the functions of 
the regulating agencies, both state and 
Federal, shows the potential investor just 
how the rates of return are determined 
by the commissions and gives a brief 
outline of the “original cost” and the 
“replacement cost” methods of deter- 
mining a rate base. 

The effect of the Holding Company 
Act is discussed from the investor’s point 
of view and the “ideal” capital structure 
as applied to utilities and recommended 
by SEC is brought out; namely, 50 per 
cent bonds, 25 per cent preferred stock, 
and 25 per cent common stock. 

The report makes the following state- 
ment: 
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An investor should analyze with 
great care an industrial corporation 
that has 50 per cent of its capitaliza- 
tion in bonds: but a utility that has, 
say only 25 per cent of its capitaliza- 
tion as debt, may not be taking full 
advantage of its excellent credit posi- 
tion. Fifty per cent debt does not en- 
danger the credit of a utility because 
of its stable earning power, and most 
utilities pay about 3 per cent to borrow 
money on which they can earn 6 to 64 
per cent. 


“ieee booklet goes on to say that utili- 
ties do not need much working 
capital and many of them can get by with 
only a small excess of current assets over 
current liabilities. 

The capital procuring phase of utilities 
is dealt with as follows: 


The utilities face the problem of get- 
ting the money they need to expand. 
The electric utilities, which had total 
plant of some $16 billion in 1947, spent 
over $2 billion on new construction 
in 1948, and will spend about as much 
in each of the next three years. The 
natural gas industry, which had assets 
of $4.6 billion in 1948, will expand in 
like manner. 

Here’s the way the electric light and 
power utilities spent their money on 
construction last year: 

OMNES GORMED 60 c cesccceue $ 819,000,000 
Water power 86,000,000 
Power lines 1,375,000,000 
General plant 77,000,000 


$2,357,000,000 

In order to finance this program last 
year the electric utilities ploughed back 
more than $1 billion of earnings and 


sold new securities worth over $1.3 
billion. Total electric utility financing 
in 1948 follows: 


Bonds (public offerings) . $ 996,641,000 
Bonds (privately placed) . 156,525,000 
Common and preferred 


297,460,000 
$1,450,626,000 


Of this sum less than 10 per cent 
went toward refunding; the rest, 


$1,314,456,000 worth, was new capital. 


As to future expansion the manual 
comments that ploughed-back earnings 
will help, but this enormous expansion 
cannot be self-financed. Some of the 
money will come from new bond and 
debenture issues, but many companies 
have reached their sound debt limit. As 
a result, this year, and in the years fol- 
lowing, public utilities will issue more 
preferred stock, common stock, and com- 
mon stock rights than they have recently. 

Reiterating the opening remarks of the 
discussion, the booklet states in conclu- 
sion: 

For those who desire a steady in- 
come or a hedge against a recession, 
an electric light and power company 
may be a good choice. The demand for 
electricity is steadily growing, and rev- 
enues will hold up despite a drop in 
purchasing power or a rise in unem- 
ployment. There is little chance that 
the cost of producing electricity will 
go up and it may go down. 


It further states that natural gas com- 
panies will attract those who are inter- 
ested in growth since “today’s demand 
is unsatisfied, and tomorrow’s needs ap- 
pear insatiable.” 





Notes on Recent Publications 


BALTIMORE HIGHLIGHTED, An interesting type 
of public relations promotion takes the form 
of an informative brochure entitled “High- 
lights of Growing Baltimore,” which has 
been recently published and distributed by 
the Consolidated Gas, Electric Light & Pow- 
er Company of Baltimore, Maryland. 

This well-illustrated folder graphically 


describes the expanding industrial area with 
all its possibilities, the activities of the utility 
in connection with industry, and the existing 
industrial operations, 

It is noteworthy that several of the utili- 
ties throughout the country have used simi- 
lar means of publicity to stimulate com- 
munity interest. 
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The March of 
Events 


In General 


ABA Utility Section Program 


HE Council of the Section on Public 

Utility Law of the American Bar 
Association has announced the program 
of the section during the American Bar 
Association meeting in St. Louis Septem- 
ber 4th through 9th. 

A preconvention meeting was sched- 
uled for the council on the afternoon of 
Sunday, September 4th, at the Jefferson 
hotel at 2 pM, with Ivan Bowen of Min- 
neapolis, chairman of the section, pre- 
siding. 

The first meeting of the section was 
slated for Monday, September Sth, at 
3.15 pm at the Kiel auditorium. At this 
session C. Oscar Berry of Washington, 
D. C., chairman of the Standing Com- 
mittee to Survey and Report as to De- 
velopments during the Year in the Field 
of Public Utility Law, was to give the 
report of that committee. This was to be 
followed by panel discussions on develop- 
ments during the year by the following 
panel members : William I. Aitken, of 
Li ncoln, Nebraska, report on communi- 
cations industries; Honorable Oswald 
Ryan, of Washington, D. C., vice chair- 
man of the Civil Aeronautics Board, to 
report on transportation utilities; Fran- 
cis G. Coates, of Houston, Texas, to re- 
port on electric and gas utilities ; and Gil- 
bert Nurick, of Harrisburg, Pennsyl- 
vania, to report on utility labor problems. 

On the morning of Tuesday, Septem- 
ber 6th, at 10 am, the second session of 
the Section on Public Utility Law has 
slated a discussion on the subject of “de- 
preciation in rate making.” The program 
speakers were to be the Honorable 
Charles C, Wine, chairman of the Arkan- 
sas Public Service Commission, and Paul 
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Grady, a member of the firm of Price, 
Waterhouse & Company of New York 
city. A general discussion of the subject 
was slated to follow. 

On the afternoon of September 6th at 
2 pM the section program featured a dis- 
cussion of “valley authorities” — the 
principal speakers listed were Represent- 
ative Henry M. Jackson (Democrat) of 
Washington and J. K. Cheadle, a mem- 
ber of the bar of Spokane, Washington. 
Following the general discussion of val- 
ley authorities, the section was to receive 
a report of its nominating committee and 
proceed to its election of officers and 
members of the council. 

The social activities of the section 
meeting featured the annual dinner dance 
to be given at 7.30 pm at the Missouri 
Athletic club on the evening of Tuesday, 
September 6th. 


NARUC Meeting 


ITH more than five hundred mem- 

bers registered in attendance, the 
National Association of Railroad and 
Utilities Commissioners held its sixty- 
first annual convention at Hotel Cleve- 
land in Cleveland, Ohio, last month. The 
first session of the convention was called 
to order at 2 pm (Monday, August 8th) 
by the association’s president, Justus F. 
Craemer of the California commission. 
Following welcoming addresses on be- 
half of the state of Ohio, the city of 
Cleveland, and the host, the Ohio Public 
Utilities Commission, to which response 
was made on behalf of the association, 
Commissioner Craemer gave his address 
as retiring president. He stressed Federal 
taxes as an expensive factor in rate-fix- 
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ing formulas—one which has put the 
state commissions in the middle between 
public utilities and their consumers. The 
speaker analyzed the underlying cause of 
the postwar trend towards rate increases 
and included as part of his address an 
interesting table showing composite gas, 
electric, and telephone bills for the 25 
largest cities in the United States. 

General Solicitor Frederick G. Ham- 
ley gave the report of the Washington 
office, which is the full-time headquarters 
of the association. Mr. Hamley reported 
on the legislative activities of the associa- 
tion, as well as its appearances before 
regulatory bodies and courts on bills and 
cases affecting the jurisdiction and 
policies of the state commissions. 

The report of the executive committee 
was given by the association’s first vice 
president, Harry M. Miller of the Ohio 
commission. 

At the morning session of the second 
day there was featured a discussion of 
the problems involved in the regulation 
of small telephone companies. Commis- 
sioner Spencer B. Eddy, one of the dis- 
cussion leaders, told of the plan of the 
New York commission in arranging with 
private banking interests in that state for 
the financing of such telephone companies 
as stand in need of new capital. He 
suggested that such a program was pref- 
erable to further encroachment from 
the Federal government in the field of 
state regulation, which might be the re- 
sult if pending legislation in Congress 
authorized Federal financing through 
REA loans. 

Another discussion leader was Com- 
missioner Walter F. Roberts of Nebras- 
ka, who traced the development of inde- 
pendent small telephone companies and 
their present problems resulting from in- 
flationary conditions. He said that it is 
in the interest of the subscriber that tele- 
phone plants be properly maintained 
without the intervention of government 
ownership or interference. 

Vice Chairman Matt L. McWhorter 
of the Georgia commission presented at 
this session the report of the special com- 
mittee codperating with the FCC in 
studies of telephone regulatory problems. 
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The morning session of the third day, 
Wednesday, August 10th, was taken up 
largely with committee reports, including 
the report of the executive committee on 
resolutions, all of which were adopted. 
These resolutions set forth the associa- 
tion’s position with respect to bills pend- 
ing in Congress, various amendments of 
the Interstate Commerce Act, Civil Avia- 
tion, Natural Gas Act, Federal practice 
and procedure, the Rural Electrification 
Act, the Revenue Act (principally repeal 
or reduction of excise taxes), and Fed- 
eral Communications Act. 

Other committee reports at this ses- 
sion included the committee on progress 
in the regulation of public utilities, 
headed by Ira H. Rowell of the Cali- 
fornia commission; the committee on 
legislation, headed by Chairman H. Les- 
ter Hooker of the Virginia commission; 
the committee on corporate finance, 
headed by Commissioner Harold A. 
Scragg of Pennsylvania. James J. Dana- 
her, Illinois commissioner, was scheduled 
to discuss prudent investment. 

Scheduled committee reports for the 
afternoon session included the report of 
the committee on codperation between 
state and Federal commissions, headed 
by Nat B. Knight of the Louisiana com- 
mission ; committee on valuation, headed 
by Commissioner Sam Bryan of Wis- 
consin; and the committee on rates of 
public utilities, headed by Commissioner 
Paul E. Weiland of Ohio. 

The featured discussion was led by H. 
J. O'Leary, chief of the Wisconsin com- 
mission’s rate department. He spoke of 
the functions of public utility rate mak- 
ing as a medium for price fixing. The 
speaker said that, in an economic sense, 
public utility rate ’ making has been noth- 
ing more than price fixing. 

At this session the election of officers 
for the coming year was announced as 
follows: Harry M. Miller, chairman of 
the Ohio commission, was elected asso- 
ciation president to succeed Commission- 
er Craemer of California. Commissioner 
George H. Flagg of Oregon was elected 
first vice president, and Commissioner J. 
C. Darby of South Carolina was elected 
second vice president. Officers reélected 
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included Frederick G. Hamley, general 
solicitor; Ben Smart, secretary-treas- 
urer. The next meeting will be held in 
November, 1950, at Phoenix, Arizona. 

The final day was given over to a 
morning session discussion on trans- 
portation regulatory problems, in which 
Commissioner Walter M. W. Splawn of 
the ICC and Dr. Ford K. Edwards of 
the ICC joined together with Chairman 
Walter R. McDonald of the Georgia 
commission. During the afternoon Com- 
missioner John P. Randolph of Missouri 
led a discussion on disposition of refunds 
in natural gas impoundment cases. 

Also on the final day, the following 
committee reports were scheduled for re- 
ception: safety of operation of trans- 
portation agencies ; special committee on 
uniform motor freight and railroad 
classification ; report on special commit- 
tee to promote uniformity of regulations 
affecting motor carriers; progress in the 
regulation of transportation agencies; 
rates of transportation agencies ; service 
and facilities of transportation agencies ; 
special committee on business of secre- 
tarial offices ; committee on depreciation ; 
committee on accounts and statistics; 
and committee on engineering. 


FPC Reports on Gas 
Authorizations 

HE Federal Power Commission au- 
thorized construction of natural gas 
transmission facilities designed to add 
approximately two billion cubic feet of 
daily delivery capacity to the individual 
pipe-line systems in the United States 
during the 6-month period ending June 
30, 1949, it was announced last month. 
The authorized facilities involve an 
estimated total construction cost of ap- 
proximately $374,820,900, and will add 
about 4,900 miles of new pipeline to the 


nation’s natural gas systems. Of the total 
estimated construction cost, approxi- 
mately $351,723,600 was for major proj- 
ects estimated to cost $700,000 or more. 
These larger projects are expected to 
benefit 72 cities of 50,000 population or 
more in 16 states and the District of 
Columbia as well as numerous smaller 
communities, 

The major projects will increase ca- 
pacities of the systems involved by at 
least 1,907,100,000 cubic feet of natural 
gas per day, and involve construction of 
approximately 4,641 miles of new pipe- 
line and installation of compressor units 
aggregating 363,800 horsepower. 

The largest single authorization dur- 
ing the 6-month period was for construc- 
tion by Trunkline Gas Supply Company 
of a pipeline extending from Texas to 
Nebraska. 


Gas Expansion Plan Approved 


MOVE to bring natural gas into New 
England was indicated recently in 
an application by Tennessee Gas Trans- 
mission Company for Federal Power 
Commission authority to build a pipeline 
of 383 miles from Buffalo, New York, 
to Worcester, Massachusetts. Cost was 
placed at $94,000,000. 

The Tennessee Gas line has been reach- 
ing out toward the New England goal 
for some time, officials stated, and the 
company recently received approval for 
a line from Morehead, Kentucky, to 
Buffalo. 

In addition to the main line of 383 
miles, the application asks authority of 
543 miles of loop lines paralleling exist- 
ing lines, the installation of four new 
compressor stations totaling 34,000 
horsepower, and enlargement of present 
compressor capacity by 51,200 horse- 
power. 


California 


Regional District Approved 


OVERNOR Warren recently approved 
legislation authorizing the San 
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Francisco Bay Area Metropolitan Rapid 
Transit District. The act, sponsored by 
nine San Francisco bay area counties, 
sets up steps for ultimate solution of 
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rapid transit problems of those counties 
through an integrated transportation sys- 
tem. It specifically provides that the dis- 
trict shall include at least the city and 
county of San Francisco and the city of 
Alameda, Berkeley, Emeryville, Hay- 
ward, Oakland, Piedmont, and San 
Leandro. 

In addition, it may include all or a 


portion of Marin, Sonoma, Napa, Solano, 
Contra Costa, Alameda, San Mateo, and 
Santa Clara counties. 

Provision is made for holding an 
election in each of the cities and the un- 
incorporated territory of the counties in- 
volved as the initial move toward de- 
termining if any particular area is to be 
included in the rapid transit district. 


Idaho 


Ordered to Cease Construction 

DAHO PowER CoMPANY was ordered 

last month to stop trespassing on pub- 
lic domain and cease construction of a 
$3,000,000 transmission line in a tempo- 
rary restraining order of Federal Judge 
Chase A. Clark. 

The complaint was filed by the Bureau 
of Land Management. It charged Idaho 
Power trespassed on Federal land in con- 
struction of a 190-mile transmission line 
from Boise to American Falls, Idaho. 
Judge Clark’s order prohibits further 
construction until permission is received 
from the Interior Department. 

T. E. Roach, president of Idaho Pow- 
er, said the action “can result in a power 
shortage next winter affecting homes, 
farms, stores, and industries of southern 
Idaho and eastern Oregon.” 

Interior Department Secretary J. A. 
Krug said the department has no desire 


to deny beneficial use of public lands to 
anyone who seeks to obtain use in a law- 
ful manner. However, the department 
“cannot condone occupancy and use of 
the Federal domain through such a fla- 
grant instance of willful trespass without 
consent of the government.” 

The line would have connected the 
company’s generating facilities between 
Boise and American Falls and a new dam 
now under construction at Bliss, 

Injunction proceedings grew out of 
lengthy negotiations between the com- 
pany and the Interior Department under 
which the government would be per- 
mitted to interconnect with the company’s 
line and utilize the line’s unused capacity 
to transmit government-generated power. 
When the company and the government 
failed to reach an agreement, Idaho 
Power proceeded to construct the line, 
125 miles of which crosses public lands. 


Maryland 


Approves Conversion to Natural 


Gas 


HE state public service commission 

last month authorized the Consoli- 
dated Gas, Electric Light & Power Com- 
pany of Baltimore to convert to natural 
gas and said it expected rate reductions 
to result. It also approved exercise of the 
company’s franchise for laying mains. 
The action followed a brief hearing 
at which Charles T. Crane, executive vice 
president of the company, was the only 
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witness. The commission had participated 
in Federal Power Commission hearings 
in Washington and had been in close 
touch with that proceeding. 

Consumer savings of $7,500,000 in 
1951, the first full year in which natural 
gas will be in use, were forecast by Mr. 
Crane. The changeover is scheduled to 
begin in May, 1950, and should result in 
a saving of $2,500,000 in that year, he 
testified. He said a rate reduction would 
be sought as soon as gas-burning ap- 
pliances had been converted. 
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*$ in- Tax 

és — a recent conference be- 

tween Central Electric & Gas Com- 

pany representatives and a special city 
council committee, Mayor Clarence Miles 
of Lincoln announced that the committee 
would recommend to the council a dou- 
bling of the occupation tax, a 20-year 
extension of the present franchise which 
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Woman Named to Commission 
 Biyperves Driscoll last month an- 
nounced the appointment of Mrs. 
Hortense Fuld Kessler of Newark, an 
independent Democrat, to the $12,000 
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“ FEDERAL Power Commission exam- 





iner last month held that the com- 
mission lacks jurisdiction over proposals 
by three New York city utilities to pool 
natural gas received from Trans-Con- 
tinental Pipe Line Corporation, Long- 
view, Texas. 
Examiner Emery J. Woodall said the 
utilities—Consolidated Edison Company 
of New York, Inc., Brooklyn Union Gas 

















Utilities’ Suit Dismissed 
sult by three private utilities against 
the Santee-Cooper Authority, 
state-owned public power agency, was 
dismissed recently by the state supreme 
court. An unanimous opinion by Asso- 
ciate Justice Stukes reversed a lower 
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calling for payment by the company an- 
nually of a $30,000 franchise tax. Pay- 
ment would be in advance with the first 
one falling due September 3, 1949. 

The company has been operating under 
a 10-year franchise but desired a longer 
term. It expressed a willingness to com- 
pensate the city by paying a franchise 
tax. The agreement reached by the com- 
mittee was reported satisfactory to the 
company. Ratification by the council was 
considered certain. 


position as a member of the state board 
of public utility commissioners. The ap- 
pointment is for an ad interim term to 
fill a vacancy caused by the death of 
Joseph A. Brophy of Elizabeth. 


Company, and Kings County Lighting 
Company—now are engaged solely in 
local distribution of artificial gas. 

He said they plan to make solely local 
distribution of natural gas to be delivered 
at Trans-Continental’s connection with 
Consolidated Edison in New York city, 
and there will be no interstate transporta- 
tion involved. 

If no objections are filed within forty- 
five days, the commission may accept the 
examiner’s findings as its own. 


South Carolina 


court decision which overruled Santee- 
Cooper’s contention that the utilities had 
no case. Santee-Cooper had appealed 
from the lower court ruling. 

The high court directed that Santee- 
Cooper’s contention, a demurrer to the 
utilities’ action, be sustained. This had 
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the effect of dismissing the action and 
ending the case. 
The companies sought an injunction 


against a contract between Santee- 
Cooper and the Central South Carolina 
Electric Power Codperatives, Inc. 


South Dakota 


Special Session Considered 
OVERNOR Mickelson said recently he 
had been considering the calling of 
a special session of the state legislature 
to weigh Missouri basin power problems. 
He said the “idea of calling a special 
session is not new but has been under 
consideration here for some time. Before 
calling a special session, however, we 
will continue to attempt a solution of 


equal distribution of power by other 
means.” 

The governor said a special session of 
the legislature at this time would be al- 
most impossible “because many members 
of the law-making body are farmers in 
the midst of harvesting crops.” 

Mickelson made this reply to a special 
session proposal made by Senator Mundt 
(Republican, South Dakota). 


Tennessee 


Codperatives Held Liable 
, ] \HE state attorney general’s office re- 


cently expressed the opinion that a 
1945 state law exempting electric codp- 
eratives from ad valorem property taxa- 
tion is unconstitutional. The act proposed 
to exempt cooperatives built after Jan- 
uary 1, 1945, from ad valorem taxation 
for the first four years of their operation. 

The opinion was given by Solicitor 
General W. F. Barry in answer to a re- 
quest from Commissioner J. B. Avery, 
Sr., of the state railroad and public utili- 
ties commission. Barry said the commis- 
sion “should disregard this unconstitu- 
tional act in assessing the properties of 


these general welfare codperatives for 
taxation.” 

The opinion said electric codperatives 
are not covered by a section of the state 
Constitution which permits the legisla- 
ture to exempt from taxation properties 
“held by the state, by counties, cities, or 
towns.” 

Leaders of T 
tric codperatives v rey mapy 
a fight against the 
crease cooperative erty t 
per cent. The co- | 
breaking asse 
by the stat 
commission. th 


bility, and may halt 
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line extension. 


Vermont 


Rate Increase Termed “Unjust” 
HE state public service commission 
last month ruled that the Central 

Vermont Public Service Corporation’s 

request for rate increases against Ver- 

mont residential] customers an 
to $337,000 is “unjust and unreason- 
able.” 

The commission allowed only one- 
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ul 1g 


fourth of the amount asked—$85,000. 
It granted, but only on a temporary basis, 
the full amount of the new charge re- 
quested from Rutland gas users—$43,- 
000. 

The new gas rates went into effect im- 
mediately. The electric rates would be- 
come effective when the utility filed a 
new schedule with the commission. 
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Progress of Regulation 


Telephone Company Permitted to Sell 
Stock to Parent Company at Par 


TS New York Telephone Company 
was permitted by the New York 
commission to issue and sell at par 
1,000,000 shares of its common stock 
having an aggregate par value of $100,- 
000,000 to its parent, the American Tele- 
phone and Telegraph Company. The 
issuance of common stock instead of pre- 
ferred stock or bonds seemed desirable 
in order to keep down the debt ratio, and 
it was thought that issuance of preferred 
stock would damage the position of the 
equity investor to a greater extent than 
the issuance of further debt. Commis- 
sioner Mylott said: 


This is necessarily so for the 
reason that, while a prior claim on the 
assets exists in either route adopted, 
there is imposed a greater drain on 
earnings because preferred stock capi- 
tal sells at a higher yield than debt 
capital for the same company. 


It was shown that the presently out- 
standing common stock had a book equity 
of approximately $109 per share. It 
might be claimed that such equity should 
be increased to about $120 per share be- 
cause of an admission by the company 
that the balance in its depreciation re- 
serve was excessive. Such contention was 
termed fallacious, however, and could 
not be accepted. 

The so-called excessive amount in the 
depreciation reserve had been charged to 
operating expenses and collected from 
subscribers at the rates paid for service. 
If one were now to propose that this 


excess should be considered a part of the 
common stockholders’ equity, it would 
give the company a windfall to which 
it was not rightfully entitled and, in fix- 
ing future rates, would deprive subscrib- 
ers of a credit which equitable considera- 
tions dictate they should receive. 
Commissioner Mylott, in his decision, 
discussed market value or investor 
appraisal involving questions of divi- 
dends paid and earnings ratios. In the 
instant case market value was theoretical 
as all presently outstanding common 
stock was held by the parent company. 
Commissioner Mylott continued: 


It must be recognized that the rela- 
tionship between rates, earnings, and 
dividends is not codrdinated. The earn- 
ings of the company affect its dividend 
policy. On the other hand, the income 
received from subscribers will be 
affected by the claims thereon, de- 
pending upon the proportion of the 
segments of capital (bonds and stock) 
used and taxes paid before such in- 
come becomes earnings available for 
dividends. It is obvious, therefore, 
that to attempt to determine stock 
values through dividends removes the 
locus of attention from the value of 
property dedicated to public service, to 
the market value for securities. This 
means that such a determination would 
lead not to how much should be earned 
on the property but to how much will 
be earned on the securities, the value 
thereof being determined by the quo- 
tient of going interest rates and divi- 
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dends paid. Further, such determina- 
tion becomes one of fixing the number 
of units of a security that may 
be issued based upon the earning 
power of the company irrespective of 
whether such earning power is based 
on reasonable rates, rather than one 
of fixing the number of units of a 
security that should be issued as evi- 
denced by the dollars invested in sound 
property values. 


The company, it was concluded, should 
not be required to issue the proposed 
stock on the basis of theoretical market 


e 


value. On the other hand, if it were re- 
quired to issue stock as a result of com- 
petitive bidding, it would follow that the 
parent company was being penalized be- 
cause of the fact that the subsidiary 
under the parent’s management had been, 
generally speaking, earning and paying 
an $8 dividend on its common stock. To 
fix the price of the proposed stock on 
this basis would, in effect, mean the 
capitalization of earnings and the fixing 
of rates thereon rather than on sound 
property values used and useful in the 
service of the public. Re New York Tel- 
eph. Co; (Case 14265). 


Sale Value and Replacement Value Figures Called Unreliable 


_— Kentucky commission refused to 
approve gas rate increases where a 
return of 6.14 per cent under present 
rates was indicated. The commission used 
investment as the rate base in the absence 
of other satisfactory evidence. 

The company introduced a replacement 
value figure, but the commission said this 
figure could not be accepted because, on 
the one hand, it did not include production 
facilities and, on the other hand, it did 
not make allowance for accrued deprecia- 
tion. The company stated a “sale value” 
which was a computation arrived at by 
means of multiplying the number of 
meters by $200 each. Obviously, said the 
commission, no weight could be given 
such a speculative figure. 

There had been some unusual expense 
in the test year because of the drilling 
of a dry hole. The commission said this 
expense should be amortized over a pe- 
riod of five years as the company had 


incurred such expense only once during 
the past five years. 

The company had been charging 
$6,000 per year to expense for manage- 
ment, superintendence, and office help. 
The company has only some 450 custom- 
ers and its gross revenue in 1948 was less 
than $18,000 and its total adjusted ex- 
penses, excluding general office salaries, 
were only $11,660 including depreciation. 
Manifestly, said the commission, this 
$6,000 expense was unreasonable for 
rate purposes. An allowance of $300 a 
month was said to be sufficient, The 
owner of the company did not devote all 
of his time to the operation of the utility. 

Interest was excluded from operating 
expense. Depreciation expense was re- 
duced to 34 per cent of plant as shown on 
the books of the company, in place of a 
larger allowance which had been made in 
1948. Re Momarc Utilities Corp. (Case 
No. 1809). 


Book Figure for Depreciation Stands until Proved Wrong 


A“ company seeking approval of a 

rate increase by the Kentucky com- 
mission was denied a smaller deduction 
for accrued depreciation than the figure 
originally shown on its books. The com- 
pany had reduced its reserve by making 
a concurrent credit to capital surplus. The 
commission was unable to say what 
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amount was correct or incorrect. The 
commission said: 


However, the company has failed to 
show that its estimated reserve require- 
ment is more reliable than the original 
book figure. Therefore, the book figure 
must stand. The most commonly ac- 
cepted method of accruing reserves 
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for depreciation is the straight-line 
method. Under this method deprecia- 
tion is accrued on the estimated service 
life of the property, giving considera- 
tion to wear and tear, decay, action 
of the elements, inadequacy, obsoles- 
cence, changes in the art, changes in 
demand and requirements of public 
authorities. In making a reserve re- 
quirement study the same factors are 
considered. Obviously, then, the depre- 
ciation reserve under either method is 
based on theory. We do not believe 
that the book figure should be changed 
except in instances where there is 
clear and convincing evidence that the 
existing reserve is incorrect and fur- 
ther that the proposed amount to be 
set up is a correct one. 


REGULATION 


Most weight was given to original cost 
in determining the rate base, in the 
absence of satisfactory evidence as to 
other factors such as history and devel- 
opment of the utility and its property, 
cost of reproduction, and invested 
capital. The company contended that the 
proper rate of return was 6} per cent, 
but the commission allowed $12,000 
annually on a rate base of $200,000. The 
commission was of the opinion that the 
rates allowed would enable the company 
to pay all fixed charges, operating ex- 
penses, set aside an adequate reserve for 
depreciation, and attract sufficient capi- 
tal. It was noted that the company had 
availed itself of low interest rates on its 
borrowed capital. Re Taylor-Green Gas 
Co. (Case No. 1839). 


e 


New Paper-shipment Rate Rejected 


TS Colorado commission refused to 
allow a railway express agency an 
increase in the rate for transportation 
of newspapers in the absence of specific 
evidence justifying the higher rate. The 
commission commented that it is “im- 


practical if not impossible to authorize 
rate increases for specific commodities 
where it is not certain whether the ship- 
ments of the commodities are at a profit 
or loss.” Re Railway Express Agency 
(No. 287, Decision No. 32794). 


e 


Insufficient Evidence Prevents Rate Increase 


gb Washington commission denied 
the request of several railroads en- 
gaged in the transportation of petroleum 
products that they be permitted a parity 
with proposed truck rates and also a 
parity with barge rates in the Columbia 
river area. No evidence was offered with 
respect to the costs of operation or the 
volume of traffic movement. 


In the absence of such evidence, the 
commission pointed out, the railroads 
could not be said to have sustained the 
burden of showing that the rates pro- 
posed would result in reasonable com- 
pensation for the services rendered. Re 
Intrastate Rail Freight Rates and 
Charges et al. (Cause Nos. T-8180, T- 
8181). 


e 
Emergency Rate Relief Denied When 


Confiscation 


application for temporary and 
emergency rates filed by the South- 


AX 


western Bell Telephone Company was 


denied by the Missouri commission. 
Emergency relief, said the commission, 
was sought on two grounds: (1) to pre- 

3 


Not Proved 


vent the property from being confiscated, 
and (2) to reach the objectives of a 
previous commission order. 

The evidence, said the commission, 
failed to show that the property would 
be confiscated unless immediate relief 
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were granted. All that the company 
proved was that net earnings would be 
reduced to 3.4 per cent under a commis- 
sion formula (formula 38-A) and to 3.5 
on an original cost less depreciation re- 
serve rate base, should it lose in litiga- 
tion pending in the courts involving the 
prior order. If it prevailed, its net earn- 
ings would be 4.5 per cent or 5.1 per 
cent under like rate bases. 

The record was said to be void as to 
how such an operation would affect the 
company. One who pleads confiscation, 
declared the commission, m ‘st prove con- 
fiscation, and this the company had failed 
to prove. 

As to the matter of restoring the com- 
pany’s earnings on a level commensurate 
to those prescribed in the previous order, 
the commission said it would pass upon 
that following a proceeding in which all 
interested parties have had their day be- 


e 


fore the commission. Such a proceeding 
involves the proposition of prescribing 
permanent rates which wil] allow a 
reasonable return to the company in the 
future, and it is “altogether different 
than one involving the emergency needs” 
of the company. 

The views of the commission in the 
earlier case are shown in Re Southwest- 
ern Bell Teleph. Co. (1949) 77 PUR 
NS 33, although because of technical 
defects that report and order were held 
by a court to have no validity, resulting 
in a new order on February 25, 1949, 
repeating the same rulings as in the de- 
cision mentioned. (See 77 PUR NS 62.) 
The circuit court of Cole county, on May 
21, 1949, reversed the commission de- 
cision of February 25, 1949. A motion 
for rehearing was pending in the circuit 
court. Re Southwestern Bell Teleph. 
Co. (Case No. 11,634). 


Revision of Electric Extension Rules Approved 


A electric company was authorized by 
the Michigan commission to re- 
vise its electric extension rules in view 
of increased construction costs. It pro- 
posed to reduce the free extension allow- 
ance in order to require customers more 
nearly to pay their way. 

It was said that much construction was 
now in territory where seasonal resort 
service and rather poor farming condi- 
tions prevailed. The commission ex- 
plained the revision as follows: 


Applicant proposes to reduce its 
present allowance of 2,640 feet of free 
extension in the case of rural customers 
to 2,000 feet, and its present allowance 
of 660 feet of free extension in the 
case of urban customers to 500 feet. 

Applicant further proposes to in- 
crease its charges for that portion of 


e 


the length of extension in excess of 
the free allowance from the present 
charge of 20 cents per foot in rural 
territory to 22 cents per foot, and from 
the present charge of 30 cents per foot 
in urban territory to 33 cents per foot. 


The commission provided in its order 
that the application of these revised 
rules should be such that even after a 
5-year development period has expired, 
when additional customers are connected 
to lines on which the minimum charges 
of the customers’ rates have been in- 
creased because of excess length of line, 
such minimum charges will be reduced 
whenever the connection of such addi- 
tional customers acts to reduce the aver- 
age length of line per customer. Re 
Menominee & Marinette Light & Trac- 
tion Co, (D-3050-49.4). 


Oral Argument Not a Constitutional Requirement 


on United States Supreme Court 
reversed and remanded an order in 
which the United 
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States Court of 


Appeals refused to decide whether one 
radio station had the right to intervene 
in a proceeding by another station before 
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the Federal Communications Commis- 
sion to obtain a broadcasting permit to 
operate over the same frequency in a 
different part of the country. 

The commission had refused to allow 
oral argument on the question of inter- 
vention and the court of appeals con- 
sidered this error and refused to pass 
on the merits of the case until oral 
argument had been afforded. 

The Supreme Court, in sending the 
case back to the court of appeals, over- 
ruled that court’s view on the need for 
oral argument. The Supreme Court 
pointed out that opportunity for oral 


PROGRESS OF REGULATION 


argument is not an essential element of 
due process but that a party’s right to 
argue a matter would vary with different 
circumstances. 

A request by the station wishing to 
intervene that the court order the post- 
ponement of the proceeding until dis- 
posal of its own application for a clear 
channel station license, which would pro- 
tect its frequency, was denied. The 
Supreme Court pointed out that no court 
has jurisdiction to decide for the commis- 
sion in what order it would hear its 
cases. Federal Communications Com- 
mission v. WJR et al. 


e 
Island Air Service Too Costly 


tS Civil Aeronautics Board rejected 
an application for authority to 
transport persons, property, and mail 
between the mainland and island points 
in a Lake Michigan resort area. The 
postal department had indicated that it 
did not favor the proposed operation 
since the amount of revenue involved 
would not compensate for the cost of the 
service. 

Residents of the island opposed the 
application and said that their welfare 
was tied very closely with the success 
of the boat operation between the island 


and the mainland, which might be im- 
paired by the proposed air service. The 
residents further indicated that much of 
the merchandise brought in from the 
mainland was too heavy to be carried 
by air. 

The board ruled that existing trans- 
portation facilities were adequate for the 
present volume of traffic, and that every 
benefit to the public which might result 
from the proposed service would be out- 
weighed by the cost of the service to the 
government. Re Emery (Docket No. 
2372). 


& 


Ordinance Limiting Bus Stops Held Discriminatory 


TOWN ordinance was declared invalid 

by the Texas Court of Civil 

Appeals where its effect was to regulate 

intercity traffic and to deny to one 

motor carrier a privilege granted to a 
competitor. 

The ordinance established five bus 
stops where passengers could be picked 
up and discharged along a broad highway 
with broad unpaved shoulders on each 
side of the road going through the town. 
The ordinance provided that a carrier 
obtaining a town franchise could stop 
anywhere, There was virtually no serv- 
ice wholly within the town. 

The carrier complaining of the ordi- 
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nance had not obtained a franchise and 
had lost a considerable amount of busi- 
ness because of the walking required of 
passengers desiring to use its service. Its 
competitor’s service, on the other hand, 
had increased because of the convenience 
which unlimited stops afforded. 

The court ruled that the ordinance was 
discriminatory and consequently could 
not be upheld. While a town could regu- 
late traffic over its streets, its regulation 
was required to be reasonable. Such a 
regulation of intercity traffic as the 
ordinance complained of could not 
be considered reasonable. Ascarate v. 
Villalobos, 220 SW2d 727. 
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Telephone Extension Rule Approved 


6 bey Michigan commission authorized 
a telephone company to file a plan 
for extensions requiring the company to 
furnish two-tenths of a mile of pole-line 
construction to reach a new rural cus- 
tomer located in its exchange service 


e 


area. Extensions in excess of two-tenths 
of a mile are to be paid for by the cus- 
tomer upon the basis of the current 
average cost of construction as filed by 
the company with the commission. Re 


Crystal Teleph. Co. (T-250-49.2). 


Other Important Rulings 


ce New Jersey board, in authoriz- 
ing increased water rates, ruled that 
a flat rate schedule was discriminatory to 
customers who did not use hose connec- 
tions and required provision for a charge 
of $20 annually to customers not using 
such a connection, while users of hose 
connections would be charged $25. Re 
Bassett Park Asso. (Docket No. 4453). 


The South Carolina commission de- 
cided that the present rule governing the 
hours during which freight stations 


should be kept open should be vacated, 
for at least a brief period of time, so as 
to permit the trial of a 5-day, 40-hour 
work week for nonoperating employees, 
the railroad companies having asserted 
that of late years business and manufac- 
turing concerns had adopted the 5-day 
week on a widespread scale and that the 
closing of many freight stations on 
Saturdays and Sundays would conform 
to the trend in other industries. Re 
Atlantic Coast Line Railroad Co. et al. 
(Docket No. 6553, Order No. 6621). 
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The volumes are $7.50 each; the 
uently contain in full or abstract 
egulation.” 
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SECURITIES AND EXCHANGE COMMISSION 


Re American Power & Light Company 
et al. 


File No. 70-2131, Release No. 9150 
June 8, 1949 


PPLICATION by holding company and subsidiary for authority 
A to issue and sell stock of the subsidiary and for exemption 
from competitive bidding of all or a portion of such securities; 
denied unless amended to provide for sale of entire amount of 

stock as one transaction. 


Security issues, § 112 — Exemption from competitive bidding — Sale of common 
stock of subsidiary. 

1. The opinion of the management of a holding company and its subsidiary 
that a better price for the common stock of the subsidiary would be received 
and that greater flexibility would be obtained under a negotiated deal than 
under competitive bidding was not deemed a persuasive basis for a request 
for exemption from competitive bidding with respect to the sale of a portion 
of such stock rather than the whole block of stock, p. 70. 


Security issues, § 112 — Exemption from competitive bidding. 
2. The granting of an exemption for a particular sale of common stock of a 
subsidiary at a particular time is not a basis for claiming an exemption for a 
different sale of stock of the same company at a different time, p. 70. 


Security issues, § 112 — Exemption from competitive bidding — All or portion of 
stock. 
3. That the common stock of a subsidiary of a holding company was relative- 
ly unseasoned, that the company was relatively small and little known, and 
that the market for the stock was consequently only moderately absorptive, 
furnished an insufficient basis for exemption from competitive bidding 
requirements of the sale of a portion of such stock, although such facts 
were given weight, but these facts were considered of sufficient weight, so 
far as marketing the entire block was concerned, to make it reasonable for 
the management to determine not to undertake a sale of the entire block at 
competitive bidding, p. 71. 
Security issues, § 112 — Exemption from competitive bidding. 
4. An application by a holding company and its subsidiary for exemption 
from competitive bidding requirements of the sale by the holding company 
of all of the common stock of the subsidiary by it and the issue and sale 
by the subsidiary of all of the additional new common stock to be issued 
by it, was deemed justified where the testimony indicated that the sale of 
the shares in two or more transactions might have the effect of delaying 
compliance with § 11(b)(2) of the act, 15 USCA § 79k(b)(2), and with 
the Commission’s dissolution order and where the subsidiary urgently needed 
money for construction purposes and a pro rata reduction in the number of 
[5] 65 79 PUR NS 





SECURITIES AND EXCHANGE COMMISSION 


shares to be sold by it would in some measure interfere with the planned 
financing of its construction program, p. 71. 


APPEARANCES: A. J. G. Priest and 
Edward D. Wells of Reid and Priest, 
for American Power & Light Com- 
pany and Kansas Gas and Electric 
Company; William N. Mason and 
John L. Grose of LeBoeuf & Lamb, 
for prospective underwriters; Paul S. 
Davis, David Ginsburg and George L. 
Rodgers, Jr. for the Division of Pub- 
lic Utilities of the Commission. 


By the Commission: American 
Power & Light Company (“Ameri- 
can’), a registered holding company 
subsidiary of Electric Bond and Share 
Company, also a registered holding 
company, and Kansas Gas and Electric 
Company (“Kansas”), an_ electric 
utility subsidiary of American, have 
filed a joint application-declaration and 
amendments thereto pursuant to the 
Public Utility Holding Company Act 
of 1935 and have designated §§ 6(a), 
7, 11(b), 11(e), and 12(d) of the 
act, 15 USCA §§ 79f (a), 79g, 79k 
(b), (e), 791 (d), and Rules U-44 
and U-50 thereunder as applicable to 
the proposed transactions. American 
proposes to sell its entire investment 
in Kansas consisting of 450,000 
shares of no-par value common stock, 
and Kansas proposes to issue and sell 
for its own account an additional 
100,000 shares. 

American and Kansas request an 
exemption from the competitive bid- 
ding requirements of Rule U-50. It 
is proposed that American and Kan- 
sas negotiate with underwriters for 
the sale of the entire 550,000 shares, 
but that if negotiation on this basis 
proves impossible or unsatisfactory, 
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only a part of the shares is to be sold 
in this offering and the remainder 
later. It is proposed that in the event 
American and Kansas determine that 
the shares will be sold in two transac- 
tions, each will reduce its aggregate 
offering on a pro rata basis. In other 
words, if American should presently 
offer 225,000 shares, or 50 per cent of 
holdings, Kansas would reduce its pro- 
posed issue and sale proportionately to 
50,000 shares. 

American will use the proceeds from 
a proposed sale, together with other 
corporate funds, to make additional 
equity investments of $7,000,000, $6,- 
000,000, and $2,500,000 respectively 
in Texas Utilities Company (“Texas 
Utilities”), Florida Power & Light 
(“Florida”), and Pacific 


Company 
Power & Light Company (‘Pacific’), 
which companies are also subsidiaries 


of American. The additional invest- 
ments in Florida and Pacific will be 
used for construction programs of 
these companies now under way. The 
additional investment in Texas Utili- 
ties, a registered holding company, will 
be used to purchase additional common 
stock of its electric utility subsidiary, 
Texas Power & Light Company 
(“Texas Power’), and to liquidate 
short-term bank borrowings original- 
ly executed to enable Texas Utilities 
to make additional equity investments 
in its electric utility subsidiary, Texas 
Electric Service Company (“Texas 
Electric Service”). Texas Power and 
Texas Electric Service will use the pro- 
ceeds from such additional investments 
for construction purposes. Kansas 
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likewise will use the proceeds from its 
sale for construction purposes and to 
liquidate bank borrowings originally 
made for such purpose. 

American states that it may be nec- 
essary to make the proposed invest- 
ment in Texas Utilities and Florida 
prior to the time when American will 
sell the Kansas common stock. In 
such event American proposes to bor- 
row from banks amounts not to ex- 
ceed $13,000,000, which sums would 
be repaid from the proceeds of the sale 
of the Kansas common stock. 

After appropriate notice a public 
hearing was held. The Commission’s 
Division of Public Utilities opposed 
the requested exemption from Rule 
U-50 and we heard oral argument on 
this matter. We have examined the 
record and make the following find- 
ings : 

American, incorporated under the 
laws of the state of Maine, is one of 
the principal subholding companies in 
the Electric Bond and Share holding 
company system. On August 22, 
1942, this Commission issued an order 
requiring the dissolution of American 
and directing American and/or Bond 
and Share to proceed with due dili- 
gence to file a plan or plans for the 
effectuation of such order.!. On April 
8, 1949 American and Bond and 
Share filed an application under § 11 
(e) of the act for approval of a plan, 
designed to effectuate substantial com- 
pliance with our dissolution order. 
Hearings on this plan, as amended, 


have been completed, and the matter 
is now before the Commission for con- 
sideration. 

Kansas is a corporation organized 
under the laws of the state of West 
Virginia. The company is subject to 
the jurisdiction of the State Corpora- 
tion Commission of Kansas and the 
Federal Power Commission. Its prin- 
cipal office is at Wichita, Kansas. The 
company is engaged in the generation, 
purchase, transmission, and distribu- 
tion of electric energy in the territory 
comprising most of the Southeastern 
portion of Kansas. The area served 
covers approximately 6,000 square 
miles and includes a very small sec- 
tion of Missouri adjacent to the Kan- 
sas state line. Electric service at re- 
tail is provided to 114 communities 
having an aggregate estimated popula- 
tion of 304,000. Wichita, having an 


estimated population of 160,000, pro- 
vides approximately 50 per cent of 
the total revenue received by the com- 
pany. 


American presently owns 450,000 
shares or 75 per cent of Kansas’ com- 
mon stock which represents 67.9 per 
cent of the total voting power of the 
securities of Kansas outstanding. 
American owned the entire 600,000 
shares of common stock until May, 
1948, at which time it sold 150,000 
shares at a price of $24.50 per share 
to an underwriting group, which sold 
such stock to the public at a price of 
$26 per share.* 

Appendix A [omitted herein] pre- 





1Re American Power & Light Co. 11 SEC 
1146, 46 PUR NS 321, aff'd (1944) 53 PUR 
NS 16, 141 F2d 606, aff'd (1946) 329 US 
90, 91 L ed 103, 66 PUR NS 33, 67 S Ct 133. 
*See Public Utility Holding Company Act 


67 


Release Nos. 8181, May 5, 1948, and 8213, 
May 14, 1948. A summary of the market his- 
tory of such stock from June, 1948, to May, 
1949, is as follows: 
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sents a condensed balance sheet as of 
April 30, 1949, and pro forma to 
reflect the proposed transactions. Ap- 
pendix B [omitted herein] presents 
a condensed income statement for the 
twelve months ended that date. Table 
I on following page sets forth the 
capital structure of Kansas as of April 
30, 1949, per books and pro forma giv- 
ing effect to the issue and sale of 100,- 
000 shares of no-par value common 
stock.’ In setting forth the figures in 
the pro forma column we have taken 
the company’s assumption which was 
made for purposes of illustration only, 
that the new issue of common stock 
would net the company $29 per share. 

Kansas’ gross utility plant was stat- 
ed as of April 30, 1949, at $46,342,- 
189 of which $849,711 was classified 
as Electric Plant Acquisition Adjust- 
ments—Account 100.5. The reserve 
for property retirements of $8,320,151 
was approximately 19.9 per cent of 
depreciable property at that date. The 
property retirement reserve appropria- 
tion for the year ended April 30, 1949, 
was $932,333, equivalent to approxi- 
mately 2.4 per cent of average depre- 
ciable property for the period. 

The company’s electric plant is stat- 
ed on the basis of original cost pursu- 
ant to an order of the Federal Power 
Commission. A reserve for electric 


plant acquisition adjustments—Ac- 
count 100.5 of $856,859 has been pro- 
vided by charging income with equal 
annual amounts of $85,686 from June 
30, 1943 through December 31, 1948, 
and by charging earned surplus as of 
January 1, 1949, with the unamortized 
balance of $385,586.65.° 


Unamortized debt discount and ex- 
pense of $38,539.91 at April 30, 1949, 
is applicable to the first mortgage 
bonds, 34 per cent series, due 1978 
and is being amortized on a straight- 
line basis over the life of the issue. 
Unamortized debt discount and ex- 
pense, including all premiums, relating 
to retired securities was amortized up 
to January 1, 1949, at the rate of 
$220,000 annually since refunding 
dates. As of January 1, 1949, such un- 
amortized balance of $1,091,256.95 
was charged to earned surplus. 

For the year ended April 30, 1949, 
operating revenues per books were 
$12,715,884, gross income was $2,954, 
694, and earnings for the common 
stock were $1,627,274. Funded debt 
interest requirements of $696,250 
were earned 4.24 times and total in- 
come deductions and preferred stock 
dividend requirements of $1,327,420 
were earned 2.23 times. Earnings ap- 
plicable to common stock amounted to 





Asked 
26 
252 


25% 
25 
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8 As shown hereafter, we shall not permit 
Kansas to sell less than 100,000 shares, except 
at competitive bidding. 

4 Amounts classified in Account 100.5 repre- 
sent, generally speaking, the amounts by 
which the arm’s-length cost to the company of 
property exceeds the original cost of such 
property. 

5 A credit of $7,147.96 to electric plant acqui- 
sition adjustments—Account 100.5, arising in 
connection with acquisitions made subsequent 
to the original cost studies, which amount was 
not amortized, accounts for the excess reflected 
in the reserve account over the balance re- 
corded in Electric Plant Acquisition Adjust- 
ments, Account 100.5, as of April 30, 1949. 
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Taste I 
Per Books 
Amount % 


Pro Forma 
Amount % 
Long-term Debt: 

First Mortgage Bonds 

38% Series, due 1970 

34% Series, due 1978 


Total Long-term Debt 


42.92 
13.41 


56.33 


$16,000,000 
5,000,000 


$21,000,000 


39.82 
12.45 


52.27 




















Preferred Stock: 
7% Cumulative, par $100 
62,618 shares outstanding 
$6 Cumulative, no par, 
13,743 shares outstanding 


$6,261,800 16.80 
1,397,356 


$7,659,156 


$6,261,800 
3.75 1,397,356 3.48 
20.55 $7,659,156 19.07 


15.59 











Total Preferred Stock 


Premium on Preferred Stock 


02 01 





Common Stock and Surplus: 
Common Stock, no par 
600,000 shares per books 
700,000 shares pro forma 
Capital Surplus 
Earned Surplus * 


2,527,792 








16.10 _ 
-— 22.15 
22 21 
6.78 2,527,792 6.29 








Total Common Stock and Surplus 


$8,610,170 





23.10 $11,510,170 28.65 











Total Capital Structure 


$37,276,316 


100.00 $40,176,316 100.00 

















Pertinent Ratios: 
Bonds to Net Plant 
Bonds and Preferred Stocks to 
Net Plant and Other Net Assets 





56.52% 
77.5970 


53.10%** 
71.99% 


* Earned Surplus in the amount of $1,100,980.35 is restricted against the payment of common 
stock dividends by the terms of the Second Supplemented Indenture dated March 1, 1948. Of 
this amount $563,163.50 is restricted against the payment of preferred and common stock divi- 
dends pending disposition of reacquired capital stock. 

** For the purpose of computing the ratio of bonds to net plant, pro forma, there has been 
added to such net plant the proceeds from the proposed sale of common stock (as assumed by 


Kansas for purposes of illustration only) to be devoted to construction purposes. 
30, 1949, such amount would have been $2,384,50 


$2.32 per share on 700,000 shares, 
including the 100,000 shares proposed 
to be issued. 

During the years 1947 and 1948 
dividends were paid at the rate of 
$1.60 per share ; for the first quarter of 
1949 there was paid a dividend of 45 
cents per share and for the second 
quarter a dividend of 50 cents has 
been declared. An officer of the Kan- 
sas Company testified that it is the 
present intention of the management 
that the dividend rate be fixed at $2 
per year “within the foreseeable fu- 
ture.” 


As of April 


0. 


As mentioned above, Kansas, as of 
January 1, 1949, charged $1,476,844 
to earned surplus. This charge repre- 
sented debt discount and expense and 
call premiums on retired securities and 
electric plant acquisition adjustments 
which had previously been the sub- 
ject of annual charges to income under 
amortization programs previously set 
up. As a result of this change in ac- 
counting procedure income deductions 
commencing January 1, 1949, are sub- 
stantially reduced, with consequent 
equivalent increase in reported net in- 
come. Correlatively with this increase 
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in book earnings figures, the change in 
accounting procedure results in a de- 
crease in capitalization ratios applicable 
to the equity securities. 

The aggregate charges of $1,476,- 
844 to earned surplus for these adjust- 
ments, if retroactive effect thereof is 
given for the 12-month period ended 
April 30, 1949, would reduce income 
deductions by $203,790 and would in- 
crease reported common stock earnings 
to $1,831,064 or $2.62 per share for 
700,000 shares instead of $2.32 per 
books. Or, to put the matter the other 
way round, if the adjustments had not 
been made on January 1, 1949, and the 
company had continued its program of 
amortization of debt discount and ex- 
pense and Account 100.5 previously 
followed, earnings for common stock 
would be $1,525,378 or $2.18 per 
share on the 700,000 shares to be out- 
standing. Thus, as a result of these 
adjustments, capitalization ratios and 
earnings for common stock subsequent 
to January 1, 1949, will not be on a 
comparable basis with those of previ- 
ous years.® 


Request for Exemption from Competi- 

tive Bidding 

[1,2] As previously noted, Amer- 
ican and Kansas have requested an ex- 
emption from the competitive bidding 
requirements of Rule U-50 with re- 
spect to the sale of the entire block of 
550,000 shares of the common stock of 
Kansas or, in the alternative, some 


lesser amount of such stock to be de- 
termined during the course of nego- 
tiations. American and Kansas con- 
tend that if they are required to sell at 
competitive bidding, they cannot and 
will not attempt to sell the entire block 
of 550,000 shares at one time, but will 
offer the stock in two separate trans- 
actions at least ninety days apart. At 
the same time, however, as stated, 
they request an exemption in the event 
that they should determine to negoti- 
ate a sale of less than the entire block, 
The reasons advanced in support of 
this alternative request are not per- 
suasive. These reasons include the 
opinion of the management that a bet- 
ter price would be received in a nego- 
tiated deal than under competitive bid- 
ding and that greater flexibility is ob- 
tained under a negotiated deal than 
under competitive bidding. It should 
be noted that these reasons are those 
conventionally advanced in connection 
with requested exemptions. They 
were considered and rejected by the 
Commission at the time of the adop- 
tion of Rule U-50, and subsequent ex- 
perience has amply demonstrated the 
practicability of the rule and shown 
the contentions to be without merit. 
In addition, it is urged that an exemp- 
tion should be granted here because we 
granted an exemption to American in 
connection with its sale of 150,000 
shares of Kansas in May, 1948. We 
granted that exemption, of course, in 
the light of the conditions then pre- 





6 Kansas also originally charged earned sur- 
plus as of January 1, 1949 with an additional 
amount of $845,152 on account of cost of bene- 
fits for past services of employees under its 
retirement plan wihch previously it had been 
charging to operating expenses over a 10-year 
period beginning in 1946. This matter was 
explored in the hearings and our staff, in the 
light of applicable accounting standards and 
regulatory requirements under the Holding 
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Company Act as to the protection of investors 
opposed this adjustment. Kansas thereupon 
reversed the entry and now proposes to con- 
tinue with the 10-year program, consistent 
with the previous practice. 

See Accounting Research Bulletin No. 36, 
November, 1948, by the Committee on Ac- 
counting Practices, American Institute of Ac- 
countants. See also our 13th Annual Report 
for the Year Ended June 30, 1947, p. 128. 
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vailing which were substantially dif- 
ferent from those presently obtaining. 
Each request for exemption must be 
and is considered by us on its own 
terms and on the basis of the circum- 
stances existing at the time of its con- 
sideration by us and a grant of an ex- 
emption for a particular sale at a par- 
ticular time is not, and obviously can- 
not be, a basis for claiming an exemp- 
tion for a different sale at a different 
time.” 

[3,4] We are inclined to give 
weight to another of the reasons ad- 
vanced but not to the extent to which 
it is relied on by the applicants. It 
is the contention that the Kansas 
stock is relatively unseasoned, that 
the company is relatively small 
and little known, and that the 
market for it is consequently only 
moderately absorptive. This would 
in our opinion furnish insufficient 
basis for the kind of blanket ex- 
emption requested by the applicant. 
However, we believe that it is of suf- 
ficient weight so far as marketing the 
entire block would be concerned, to 
make it not unreasonable for the man- 
agement to determine, as it has, not 
to undertake a sale of the entire block 
at competitive bidding. The question 
therefore becomes one of whether the 
sale of the entire block at one time is 
sufficiently desirable to make an ex- 
emption appropriate on that ground 
alone. In this connection the testi- 
mony indicates the opinion of the man- 
agement that the sale of the shares in 
two or more transactions might have 
the effect of delaying compliance with 
§ 11 (b) (2) of the act and with our 





7Re Public Service Co. of New Hampshire, 
Holding Company Act Release No. 9102, May 
1949, 


order of dissolution thereunder, since 
American’s § 11 (e) Plan, if approved, 
cannot be consummated until Amer- 
ican makes the investments previously 
referred to in Florida, Texas Utilities 
and Pacific. Although under the Plan 
American is permitted to borrow the 
funds necessary for such investments, 
American states that it is reluctant to 
inject the complications which would 
result from such borrowings. In addi- 
tion Kansas urgently needs money for 
construction purposes, and a pro rata 
reduction in the number of shares to be 
sold by Kansas would in some measure 
interfere with the planned financing of 
its construction program. According- 
ly, it appears to be in the best interest 
of all parties concerned to sell all of 
the securities at one time. Under these 
circumstances we have determined to 
resolve our doubts as to the requested 


exemption for the sale of the entire 
block of 550,000 shares if consummat- 
ed within the immediate future. 
Whether or not the applicants can 
sell the entire block of 550,000 shares 
under the exemption is something 
which we are not in a position to and 


need not determine. We determine 
only that if such sale can be affected an 
exemption is justified but that there is 
no basis for an exemption for a sale of 
less than that amount. We wish to 
make it clear also that if the manage- 
ment should choose to act under the 
limited exemption here granted and 
attempt to sell the entire block, its 
negotiations in that attempt will not 
afford a basis for modification of our 
conclusion as to the inappropriateness 
of an exemption for a sale of less than 
the full amount. 
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Other Matters 

The issuance and sale of the addi- 
tional 100,000 shares of new common 
stock of Kansas has been presented to 
the State Corporation Commission of 
the state of Kansas. That Commis- 
sion has entered a memorandum opin- 
ion under which Kansas is authorized 
to sell the additional shares of com- 
mon stock, consummation of the sale 
being subject to the issuance by the 
Kansas Commission of a supplemental 
order authorizing such sale on terms 
to be specified in such supplemental 
order. Accordingly, our order will 
be conditioned upon the receipt of a 
further order from the State Corpo- 
ration Commission of the state of 
Kansas. 

Our order will also contain a condi- 
tion that the proposed sale of common 
stock shall not be consummated until 
a further order shall have been entered 
by us in the light of the record as com- 
pleted with respect to the maintenance 
of competitive conditions, including 
the price to be paid American and 
Kansas and the underwriters’ com- 
missions. 


The companies have not yet submit- 
ted evidence in support of fees and 
other expenses incurred and to be in- 
curred in the matter. We shall, there- 
fore, reserve jurisdiction with respect 
thereto. 

American has requested that our 
order recite that the sale and transfer 
of the Kansas common stock are nec- 
essary or appropriate to the integra- 
tion or simplification of the holding 
company system of which American is 
a member and necessary to effectuate 
the provisions of § 11 (b) (2) of the 
act, all in accordance with the mean- 
ing and requirements of the Internal 
Revenue Code, as amended, including 
§ 1808 (f) and Supplement R there- 
of. The disposition by American of 
the Kansas common stock is a step in 
compliance with our order of August 
22, 1948 issued under § 11 (b) (2) 
of the act. Accordingly, if a supple- 
mental order is issued, upon a finding 
that the proposed transactions meet the 
requirements of the act, such order 
will contain the itemization and speci- 
fications requested. 

An appropriate order will issue. 
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UNITED STATES COURT OF APPEALS, DISTRICT OF COLUMBIA 
CIRCUIT 


Kentucky Broadcasting Corporation, 
Incorporated 


Vv. 


Federal Communications Commission 
(Mid-America Broadcasting 


Corporation, Intervenor) 


No. 9856 
— US App DC —, 174 F2d 38 
April 6, 1949 


PPEAL from Federal Communications Commission order 
A granting authority to broadcasting corporation to construct 
and operate a new standard station and denying application of 

other broadcasting company for same facilities; affirmed. 


Radio, § 3 — License grant — Priority of application. 

1. The Federal Communications Commission, in ruling on two mutually 
exclusive applications for the same facilities involving the construction and 
operation of a standard radio broadcast station, is not precluded from con- 
sideration of priority of application so long as that consideration is not the 
controlling factor, p. 75. 

Procedure, § 36 — Stare decisis — Effect on Commission decision. 

2. The doctrine of stare decisis is not generally applicable to decisions of 
administrative tribunals, p. 76. 

Radio, § 3 — Licenses — Preference of existing licensee — Program equality. 
3. There is no occasion to indulge in a presumed preference in favor of an 
existing radio station licensee over a newcomer to the field where it does 
not appear that the program proposals of two competing applicants for 
facilities to construct and operate standard radio broadcasting stations are 
equally meritorious, p. 76. 

Appeal and review, § 29 — Radio station application — Federal Communications 

Commission order. 
4. The Federal Communications Commission may not be said to have acted 
arbitrarily or capriciously in choosing the one of two competitors for a 
radio station broadcasting license who offers programming most suited to 
local interests, p. 76. 


Procedure, § 32 — Denial of rehearing. 
5. The Federal Communications Commission has not abused its discretion 
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when it denies a rehearing on allegedly newly discovered evidence after 
having entered a decision granting authority to construct and operate a radio 
broadcasting station and denying a competitor’s application for the same 
facilities, where there is no attempted explanation of why the facts were 
not discovered prior to the original hearing, no verified statement of facts 
accompanying the petition, and no proof that the allegedly newly discovered 
facts would, if true, in any way alter the Commission’s decision, p. 77. 


Radio, § 9 — Licenses — Reopening of proceeding. 

6. Proof of the establishment of two new daytime radio stations after the 
filing of mutually exclusive applications for authority to establish a new 
daytime station does not constitute changed conditions such as would war- 
rant a reopening of the record after the Federal Conmunications Commis- 
sion has granted one application and denied anccher, if the establishment 
of the two new stations added nothing to a determination of which of the 
two competing applicants would provide better service, p. 78. 


> 


APPEARANCES: Joseph F. Zias, of 
Washington, D. C., with whom 
Philip G. Loucks, Verne R. Young, 
and Maurice M. Jansky, all of Wash- 
ington, D. C., were on the brief, for 
appellant; Max Goldman, Assistant 
General Counsel, Federal Communica- 
tions Commission, of Washington, D. 
C., with whom Benedict P. Cottone, 
General Counsel, Federal Communica- 
tions Commission, Richard A. Solo- 
mon, Attorney., Federal Communica- 
tions Commission, and Miss Mary 
Jane Morris, Attorney, Federal Com- 
munications Commission, all of Wash- 
ington, D. C., were on the brief, for 
appellee; Andrew G. Haley, of Wash- 
ington, D. C., with whom James A. 
McKenna, Jr., of Washington, D. C., 
was on the brief, for intervenor, Mid- 
America Broadcasting Corporation, 
urging affirmance. 

Before Clark, Prettyman, and Proc- 
tor, CJJ. 


Cxiark, CJ.: By this appeal we are 
asked to review a final decision of ap- 


pellee, Federal Communications Com- 
mission released on October 24, 1947, 
which granted the application of in- 
tervenor, Mid-America Broadcasting 
Corporation, for authorization to con- 
struct and operate a new standard 
broadcast station, and which denied 
the application of appellant, Kentucky 
Broadcasting Corporation, Inc., for 
the same facilities. 

On November 16, 1944, Mid- 
America filed with the Commission its 
application for authorization to con- 
struct and operate a new standard 
broadcast station at Louisville, Ken- 
tucky, on the frequency of 1,080 kilo- 
cycles with one kilowatt power night 
and 5 kilowatts power day.’ This ap- 
plication by Mid-America was held in 
status quo until the liiting of the Com- 
mission’s “wartime freeze policy” on 
October 7, 1945. 

On September 24, 1945, appellant 
(Kentucky), then and now licensee of 
Station WINN at Louisville, operat- 
ing on 1,240 kilocycles with 250 watts 
power, unlimited time, filed its applica- 





1The record shows that Mid-America had 
applied for these same facilities as early as 
February, 1940, and that such application had 
been granted and a construction permit issued 
by the Commission. However, due to the 
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tion permit, an action requested by Mid-Amer- 
ica, the permit expired in 1942. 
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tion for a change in frequency from 
1,240 kilocycles to 1,080 kilocycles 
and for an increase in power from 250 
watts to one kilowatt night and 5 kilo- 
watts day (the identical facilities 
sought by Mid-America). 

There was also on file with the Com- 
mission an application by the Indiana 
Broadcasting Corporation, Inc., li- 
censee of Station WIBC, Indianapolis, 
Indiana, operating on the adjacent fre- 
quency of 1,070 kilocycles for an in- 
crease in power from 5 to 50 kilowatts. 

These three applications (two of 
which were mutually exclusive) were 
consolidated for hearing before a pre- 
siding officer. This hearing took place 
on April 22 through 25, 1946. On 
January 15, 1947, the Commission 
adopted a proposed decision looking to 
a grant of Mid-America’s application 
and a denial of that of Kentucky. By 


order of April 4, 1947, the Commis- 


sion severed and granted the applica- 
tion of Indiana, thus leaving for com- 
parative consideration the mutually ex- 
clusive applications of Kentucky and 
Mid-America. The validity of this 
severance order is not challenged by 
any party to this appeal and is not in 
issue in the case.* 

Exceptions and requests for oral 
argument on the proposed decision 
having been filed, oral argument was 
held before the Commission en banc 
on April 24, 1947. Briefs were there- 
after filed with the Commission by 
Kentucky and by Mid-America. On 
October 24, 1947, the Commission re- 
leased its final decision granting the 
application of Mid-America and deny- 
ing that of Kentucky. Following that 
final decision, Kentucky filed with the 


Commission (1) a petition for rehear- 
ing based on alleged newly discovered 
evidence, (2) a request for oral argu- 
ment before the Commission en banc, 
and (3) a supplemental request for 
oral argument. By memorandum 
opinion and order released April 12, 
1948, the Commission denied these 
three requests and Kentucky promptly 
appealed to this court. Intervenor, 
Mid-America, is currently operating 
Station WKLO at Louisville as the re- 
sult of the grant appealed from herein. 

We have examined the comparative- 
ly small record before us in this case 
and see no ground for disturbing the 
decision of appellee Commission. We 
shall consider briefly below a few of the 
many assignments of error raised by 
appellant. All other contentions of ap- 
pellant not specifically mentioned here- 
in are, of course, considered insubstan- 
tial. 

[1] Kentucky complains that it is 
“manifestly clear” that the Commis- 
sion in ruling against it “gave con- 
sideration and controlling weight to 
extralegal considerations,” namely, 
that the Commission in its decision at- 
tached undue importance to the fact 
that Mid-America had formerly been 
granted a permit to construct the facili- 
ties it now operates.* Asa preliminary, 
we wish to state that the Commission’s 
prior rulings with regard to the same 
applicant for the same facilities cannot 
properly be characterized as “extra- 
legal considerations.” But, be that as 
it may, study of the record and of the 
several opinions of the Commission 
makes it clear that this factor was def- 
initely not given controlling, or even 
substantial, weight below, but rather 





2 Cf. Mansfield Journal Co. v. Federal Com- 
munications Commission (1949) — US App 
DC —, 173 F2d 646. 


8 See footnote 1, supra. 
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was mentioned in passing by the Com- 
mission in support of its comment that 
Mid-America was not then seeking for 
the first time to render broadcast serv- 
ice to the Louisville area. We feel the 
Commission acted properly in this re- 
spect and that Kentucky’s contention 
is not supported by the record. We 
know of no rule of law which absolute- 
ly precludes the Commission from any 
consideration of the priority of ap- 
plications filed with the Commission so 
long as that consideration is not the 
controlling factor in arriving at a final 
decision as between two mutually ex- 
clusive applications. It was not the 
controlling factor in this case. 

[2, 3] Appellant calls attention to 
the Commission’s prior decision in 
Re Valdosta Broadcasting Co.,* and 
complains of the Commission’s failure 
to follow that decision. In the Val- 


dosta Case the Commission granted 
the application of an existing licensee 
and denied the mutually exclusive ap- 
plication for new service and indicated 
in its decision that, all other factors 
being equal, it would prefer an exist- 


ing licensee to a newcomer. A prelim- 
inary answer to Kentucky’s claim that 
the Commission erred in not following 
its Valdosta decision is the rule of law 
that the doctrine of stare decisis is not 
generally applicable to the decisions 
of administrative tribunals.’ How- 
ever, even assuming that the Commis- 
sion is bound by its own prior deter- 
minations, the Valdosta Case is fact- 
ually distinguishable from the instant 
case. In the Valdosta Case the Com- 
mission’s decision makes it clear that 


there the program proposals of the 
two competing applicants were equally 
meritorious. That is not true in the 
present case, as will be seen below, and 
accordingly there was no occasion to 
indulge in the presumed preference of 
an existing licensee over a newcomer. 

[4] The Commission expressly 
found that on the basis of superior 
local programming the application of 
Mid-America was to be preferred over 
that of Kentucky. This finding seems 
to have been the chief determinative 
factor in the case, if any one factor can 
safely be called the deciding one in a 
case such as this. We find ample and 
substantial evidence of record to sup- 
port the finding that Mid-America’s 
proposed service would better serve the 
community needs of Louisville and en- 
virons than would that of Kentucky. 
Kentucky is, and was at the time of the 
proceedings below, a network affiliate. 
Mid-America proposed, and is now 
presumably providing, new, local, non- 
network program service. Mid- 
America proposed the carrying of 
musical programs by local organiza- 
tions such as the Louisville Philhar- 
monic Orchestra and the Louisville 
Summer Opera. Kentucky’s propos- 
als contained no such local musical 
service. Mid-America planned to 
broadcast religious programs from lo- 
cal churches. The religious programs 
carried and proposed by Kentucky 
were solely network programs. Mid- 
America proposed various locally orig- 
inated programs of cultural, dramatic, 
and forensic nature. There were no 
comparable proposals by Kentucky. 





4 Pike & Fischer R. R. 619 (1946). 

5See State Airlines v. Civil Aeronautics 
Board, No. 9748, decided by this court on April 
6, 1949, — US App DC —, 174 F2d 510. 

6 The proposed decision in this case con- 
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Mid-America’s proposed coverage far 
exceeded that of Kentucky with respect 
to farm programs of immediate inter- 
est to the rural populace in areas im- 
mediately surrounding Louisville. As 
to local news service, Kentucky had no 
members of its staff assigned to gather- 
ing local news and obtained such news 
only from the Associated Press wire 
service. On the other hand, Mid- 
America proposed to establish a staff 
of three to gather and disseminate local 
news, this in addition to providing the 
usual wire service news broadcasts. 
It is thus apparent that the Commis- 
sion was completely correct in decid- 
ing in favor of Mid-America on the 
basis of far superior local program pro- 
posal. 


A further factor which the Com- 
mission considered and mentioned in 
its written decisions but which was not 
given controlling weight was that of 
local residence of the stockholders and 
directors of the two competing appli- 
cant corporations.” In this respect the 
two applicants hung in equal balance 
and there is no doubt that the Com- 
mission could have properly found that 
either or both met the requisite resi- 
dence requirements. Kentucky al- 
legedly had 70 per cent of its stock 
owned by “established residents of 
Louisville,” whereas 55.6 per cent of 
Mid-America’s stock was owned by 
Louisville residents. However, the 
record shows that the great majority 
of Mid-America’s stockholders and 
directors are long-time residents of 
Louisville, several of whom were born 
and raised in Louisville or nearby in 
Kentucky. Almost all of Kentucky’s 


stockholders and directors came to re- 
side in Louisville since or during 
Word War II. On this state of the 
record, we certainly would not be 
justified in ruling that the Commission 
arbitrarily or capriciously chose Mid- 
America over Kentucky on the basis 
of residence. 

[5] Appellant also contends that 
the Commission abused its discretion 
in denying a rehearing on alleged new- 
ly discovered evidence. Appellant 
argues that intervenor lacked the prop- 
er character qualifications of a licensee, 
that the effect of intervenor’s pro- 
posed network affiliation on its pro- 
gram proposals should have been con- 
sidered, and that the effect of the 
establishment of two new stations in 
Louisville upon intervenor’s ability to 
render the service it proposed should 
have been taken into consideration. 

As to the evidence concerning char- 
acter qualifications of intervenor, there 
was no attempted explanation of why 
the alleged facts were not discovered 
prior to the original hearing, no veri- 
fied statement of facts accompanying 
the petition, and no proof that the al- 
leged newly discovered evidence would, 
if true, affect the decision of the Com- 
mission. Section 1.893(a) of the 
Commission’s Rules and Regulations 
provides that: “Where the existence 
of newly discovered evidence is 
claimed, the petition must be accom- 
panied by a verified statement of the 
facts, together with the facts relied on 
to show that the petitioner, with due 
diligence, could not have known or dis- 
covered such facts at the time of the 
hearing.” ®* Almost identical language 





7It is, of course, generally true that per- 
sons living in a community have a_ better 
knowledge of local civic affairs, acquaintance 


with community activities, and understanding 
of local needs and desires. 
81 Pike & Fischer R. R. 51: 415. 
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is contained elsewhere in the rules and 
regulations.® Under these circumstan- 
ces, we do not regard the Commission’s 
action in striking that portion of the 
petition for rehearing as erroneous. 

As to the possibility of intervenor’s 
securing a network affiliation in the 
future and the effect of that possible 
future affiliation on intervenor’s pro- 
posed local program service, that con- 
tingency was thoroughly discussed and 
considered by the Commission prior 
to its final decision. The testimony of 
one of Mid-America’s directors and 
stockholders before the presiding of- 
ficer was to the effect that Mid-Amer- 
ica would welcome and accept network 
affiliation only if such an arrangement 
would not be “at the sacrifice of local 
programs.”’ There was ample and un- 
controverted evidence to support the 
Commission’s finding that Mid-Amer- 
ica’s proposed local programming 
would not suffer from a possible future 
network affiliation. 

[6] As to the effect upon Mid- 
America’s operation under its license 
of the establishment of two new day- 
time stations in Louisville which will 
presumably render local non-network 
service, the record in this proceeding 


shows nothing as to the effect of these 
new stations on intervenor’s proposed 
service and the establishment of the 
two new stations certainly adds noth- 
ing to a determination of which of two 
competing applicants will provide bet- 
ter service. The Commission was cor- 
rect when it stated: ~ ““We do not be- 
lieve that such factors constitute 
changed conditions warranting a re- 
opening of the record; nor do we be- 
lieve that they effect [sic] Mid-Amer- 
ica’s ability to fulfill its over-all pro- 
gram proposals.” 

Further, it is noteworthy that the 
operation by Mid-America of the fa- 
cilities which it has been authorized to 
provide will in no way affect the opera- 
tion by Kentucky of Station WINN as 
it is presently licensed to operate that 
station. 

We hold that the Commission in this 
case accorded the parties hereto a full 
and fair comparative hearing as re- 
quired by the opinion of the Supreme 
Court in Ashbacker Radio Corp. v. 
Federal Communications Commis- 
sion,” and that appellant’s contentions 
are without legal merit. Accordingly, 
the decision of the Commission is 

Affirmed. 





8 Section 1.390(e) provides in part: “Where 
the petition is based upon a claim of newly 
discovered evidence, it must be accompanied 
by a verified statement of the facts relied 
upon, together with the facts relied on to show 
that the petitioner, with due diligence, could 


not have known or discovered such facts at 
the time of the hearing.” 1 Pike & Fischer R. 
R. 51: 235. 

10 (1945) 326 US 327, 90 L ed 108, 61 PUR 
NS 466, 66 S Ct 148. 
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NEW YORK COURT OF APPEALS 


Consolidated Edison Company of 


New York, Incorporated 


Milo R. Malebie et al. 


299 NY 172, 86 NE2d 161 
April 20, 1949 


PPEAL from order of appellate division of Supreme Court 
A staying temporary order fixing electric rates pending re- 
view; order reversed and motion for stay denied. 


Appeal and review, § 73 — Stay of rate orders — Effect of recoupment provisions. 
An order of the Commission fixing temporary rates should not be stayed 
pending a review of the determination where, in view of the recoupment 
provision of § 114 of the Public Service Law, great and irreparable damage 
could not result to the utility company, even though the sums that the com- 
pany might be entitled to recapture under final rates might be large. 


APPEARANCES: Sherman C. Ward, 
New York city, George H. Kenny, 
Samuel R. Madison, Albany, and Jo- 
seph J. Doran, Rochester, for respond- 
ents-appellants ; Jacob H. Goetz, New 
York city, James P. Hill, Norwich, 
Richard Joyce Smith and Cameron F. 
MacRae, New York city, for petition- 
er-respondent. 


LouGHRAN, CJ.: The parties to 
this article 78 proceeding are the Pub- 
lic Service Commission of the state and 
Consolidated Edison Company of New 
York, Inc., a gas and electric corpora- 
tion subject to the Public Service Law, 
Consol Laws, Chap 48. Pursuant to 
§ 114 of that statute, the Commission 
on December 30, 1948, fixed tempo- 
rary rates to be charged by the com- 
pany for electric service supplied to its 


consumers. Enforcement of that order 
of the Commission has been stayed 
by an order of the appellate division 
which is now before us for review upon 
the following questions certified 
(1949) 275 App Div 732, 87 NYS2d 
918: 

“1. Does the order [for a stay] as 
granted contain the requisite specific 
findings required by subdivision 2 of 
§ 23 of the Public Service Law to 
justify the stay? 

“2. Do the facts found in the order 
as granted constitute great and irrep- 
arable damage within the meaning of 
those terms, as used in subdivision 2 
of § 23 of the Public Service Law?” 

Section 23 requires that an order 
suspending an order of the Commis- 
sion fixing rates “shall contain a spe- 
cific finding based upon evidence sub- 
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mitted to the court and identified by 
reference thereto, that great and ir- 
reparable damage would otherwise 
result to the petitioner and specifying 
the nature of the damage” (subd 2). 
The stay in question was granted by 
the appellate division, because in the 
judgment of that court there were seri- 
ous questions as to whether the Com- 
mission in fixing the temporary rates 
had exceeded the powers conferred up- 
on it by § 114 of the Public Service 
Law, and because the rate provisions 
of that section, as read by that court, 
“were not designed and are not ade- 
quate to meet the situation herein pre- 
sented where the loss, if the [tempo- 
rary rate] order is void, may well 
reach astronomical figures.” 275 App 
Div 731, 732, 87 NYS2d 83, 85. 

The answer to these misgivings is 
to be found, we think, in the construc- 
tion which this court put upon § 114 
in Bronx Gas & E. Co. v. Maltbie 
(1936) 271 NY 364, 375, 14 PUR 
NS 337, 343, 3 NE2d 512, 516. Sec- 
tion 114, we there said, “forces the 
Public Service Commission to consider 
the returns from the temporary rate 
and to establish the permanent rate, 
or the final rate, accordingly; that is, 
if the temporary rate has proved to be 
too low, the final rate must make it 
up to the company. Over what time it 


is necessary to provide a rate sufficient 
to make up the loss, or to include 
the take-up, is a matter of adjustment, 
machinery, and method. These mat- 
ters are all in the hands of the Pub- 
lic Service Commission, which may in- 
crease or modify a rate to meet the cir- 
cumstances at any time.” 

The recoupment proviso of § 114 
is applicable to the temporary rates 
here in question. Hence, “great and 
irreparable damage” cannot result to 
the company from the temporary rate 
order, notwithstanding the Commis- 
sion made its own estimate of the de- 
preciation of the used and useful phys- 
ical property of the company instead 
of accepting the figures shown on the 
company’s records. Hence, too, the 
magnitude of the sums that the com- 
pany may be entitled to recapture does 
not demonstrate either the existence of 
“great and irreparable damage” or the 
inadequacy of the recoupment proviso 
of § 114. See Staten Island Edison 
Corp. v. Maltbie (1944) 292 NY 611, 
55 NE2d 376. 

The order should be reversed, with 
costs and the motion for a stay denied. 
The questions certified are answered in 
the negative. 


Lewis, Conway, Desmond, Dye, 
Fuld, and Bromley, JJ., concur. 
Order reversed, etc. 
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WISCONSIN PUBLIC SERVICE COMMISSION 


Re Wisconsin Power & Light Company 


2-U-2933 
May 3, 1949; hearing reopened for additional evidence May 24, 1949 


PPLICATION of power and light company for authority to 
l \ increase rates; increase in water heating rate allowed, other 
increases denied. 


Return, § 27 — Common stock earnings. 
1. The reasonableness of a power company’s request for a rate increase 
was tested by the use of $1.55 per share common stock earnings, which it 
claimed necessary to maintain an adequate market-for its stock, although 
the company had reported earnings of $1.35 a share when its stock had a 
market value 10.2 times earnings while, at a later date, the price-earnings 
ratio was 11.1, p. 84. 

Return, § 70 — Increase to offset losses — Other department earnings. 
2. Losses or inadequate earnings of one utility department or of nonutility 
operations may not be made good by increasing the rates of another branch 
of a utility’s service, p. 85. sa) 

Rates, § 354 — Electricity — Water-heating service. 
3. A power company was allowed an increase in its rates for water-heating 
service where it appeared that, because of a substantial increase which had 
occurred in production costs affecting this type of service, the present rate 
was discriminatory as against users of other classes of service, p. 86. 

Return, § 87 — Reasonableness — Power company. 
4. A power company’s return of approximately 6 per cent on its over-all 
investment was considered reasonable, p. 87. 

Rates, § 630 — Emergency increase. 
5. No emergency rate increase will be allowed, under a statute permitting 
the establishment of such rates when deemed necessary to prevent injury 
to the utility or the public, where no facts are brought to light which war- 
rant a finding that an emergency exists, p. 87. 


¥ 


charge of 5 per cent. The Commis- 
sion on January 13th issued a notice 
of investigation and hearing and as- 
sessment of costs. 

APPEARANCES: Wisconsin Power 
and Light Company, by William Ry- 
an, Attorney (February 3rd) and 


By the Commission: Wisconsin 
Power and Light Company, Madison, 
operating as an electric public utility 
in the south central part of the state, 
filed an application with the Commis- 
sion on January 5, 1949 for authority 
to increase water-heating rates .3 cent 


per kilowatt hour, and to increase bills 
of all customers by addition of a sur- 


[6] 81 


R. J. Sutherland, Attorney (Febru- 
ary 21st), both of Madison. 
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In opposition: Municipalities of 
Plymouth, Reedsburg, Waupun, Ju- 
neau, Wisconsin Dells, Sun Prairie, 
Brodhead, Mazomanie, Mt. Horeb, 
Belmont, Stoughton, New Glarus, 
Sauk City, and Evansville, by P. A. 
Reynolds, Rate Consultant, Madison ; 
Central Wisconsin Electric Coopera- 
tive and Waushara Electric Coopera- 
tive, by Wendell McHenry, Attorney, 
Waupaca; Mt. Horeb Electric Utility, 
by Wade Boardman, Attorney, Madi- 
son; city of Stoughton, by B. A. 
Mijelde, City Attorney; city of Port- 
age, by Phil Owens, City Attorney; 
town of Blooming Grove, by Albert 
E. Brandt, Attorney, Madison; A. T. 
Jorgenson, taxpayer, McFarland; 


Rock County Electric Cooperative As- 
sociation, by H. A. Haried, President, 
Emmett Yale, Director, and George 
S. Geffs, Attorney, Janesville; city of 
Edgerton, by John T. Roethe, Attor- 


ney; Marquette Electric Cooperative, 
Friendship; city of Adams, by Ful- 
ton Collipp, Attorney, Adams; city 
of Wisconsin Dells, Water and 
Light Commission, by Robert Dough- 
erty, Attorney; Plymouth Utilities, by 
Thomas McGuire, Attorney ; Waupun 
Utilities, by James E. Towne, Super- 
intendent; Reedsburg Utility, by Lar- 
ry Spraetz; Sauk City Utility, by A. 
R. Kahn; city of Juneau, by Ferd 
Lindeman ; city of Brodhead, by Dale 
Johnson ; city of Janesville, by Henry 
Traxler, City Manager, and Robert J. 
Cunningham, City Attorney ; village of 
Roxbury, by Martin Roelke; Evans- 
ville Water and Light Department, by 
E. S. Cary, Superintendent; New 
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Glarus Water and Light Department, 
by Herman Pfund; city of Mauston, 
by Charles P. Curran, City Attorney, 

Of the Commission staff: A. R 
Colbert, Chief, accounts and finance 
department; George P. Steinmetz, 
Chief, engineering department; H. J. 
O’Leary, Chief rates and research de- 
partment; Magnus Andersen, Ac- 
countant; E. M. Downey, Rate An- 
alyst. 

The filing of briefs was completed 
on March 23rd. 

Opinion 

The requested rate increase of 3 
mills per kilowatt hour for water heat- 
ing would amount to approximately 
$170,000 a year. The proposed 5 per 
cent surcharge is estimated to total 
$823,000 a year. The total rate in- 
crease then is nearly $1,000,000. 

In passing upon the reasonableness 
of the application for an increase in 
electric rates, it is necessary to review 
the operations and the investment of 
the entire company and its several de- 
partments. This is because the com- 
pany operates electric, gas, water, and 
steam-heating utilities, engages in mer- 
chandising and jobbing activities, and 
owns security investments and physi- 
cal property not used in utility service. 
Many of the expenses are joint and 
must be allocated to the appropriate 
utility or nonutility function on a basis 
deemed equitable. This procedure is 
followed in the records of the company 
so that the results of operations for the 
year 1948, with revenues and expenses 
repriced to give effect to cost levels at 
the end of 1948, were as follows: 





RE WISCONSIN POWER & LIGHT CO. 


Revenues 


Expenses : 
Operation and Maintenance 
Depreciation 
Amortization of tangible acquisition 
adjustments 
Operating taxes 
Income taxes } 


Total expenses 


Operating income 


Revenues 


Expenses : 

Operation and maintenance 

Depreciation 

Amortization of tangible acquisition 
adjustments ; 

Operating taxes 

Income taxes 


Total expenses 


Operating income 


$17,453,931 


Water 
$255,006 


Heating 
$47,796 


Electric Gas 
$1,670,611 





75,117 
3,271 


93,020 
22,640 


8,971,620 
1,376,756 


63,300 
1,827,263 
1,564,396 


1,470,725 
99,811 


16,028 
68,789 
(23,582) 


8,972 
32,677 
26,108 


1,589 
(12,420) 





13,803,335 1,631,771 183,417 67,557 





$3,650,596 


Merchandising 
and jobbing 


$1,139,273 


"$71,589 —-$(19,761) 


Total 
company 


$20,653,438 


$38,840 


Invest- 
ments 


$72,671 


Other 
$14,150 








11,691,401 
1,505,631 


88,300 
1,946,494 
1,588,000 


1,079,724 a 1,195 
858 —_ 2,295 


190 6,135 


20,317 11,298 1,883 





1,110,750 11,488 11,508 16,819,826 





$28,523 $61,183 $2,642 —- $3,833,612 


1 Amounts, by utility departments, differ from company Exhibit No. 32 due to allocation 
herein of proportionate part of income taxes to nonutility income. 


The net property investment in each 
utility department and nonutility func- 
tion is also shown by the company’s 
By allocating the net cur- 
rent assets and miscellaneous deferred 


records. 


Electric 
Utility plant in service 
Less depreciation reserve 


and contributions 12,019,569 


debits and credits, the total investment 
in each utility and nonutility function 
is obtainable. These data are shown 
as of December 31, 1948, in the fol- 
lowing table: 

Utility departments 


Gas Water Heating 
$4,904,609 $1,786,377 $132,768 


1,407,964 368,303 80,212 


Total 
$70,572,746 


13,876,048 





Net utility plant in service 51,729,423 
Construction in progress ... 4,895,239 
Utility plant held for future 
use 24,230 
Utility plant acquisition 
j 1,996,589 


adjustments 
Net current assets 6,285,404 
139,585 


credits 


56,696,698 
5,227,326 


28,005 


2,725,451 
7,162,553 


177,051 


3,496,645 1,418,074 52,556 
262,717 69,304 66 


1,287 2,488 —_ 


622,394 106,468 -- 
776,864 77,982 22,303 


80,705 (43,140) (99) 





Net deferred debits and 
$65,070,470 


$5,240,612 $1,631,176 $74,826 $72,017,084 
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Merchandising 
and jobbing 
Property investment less reserve $ — 
Net current assets 
Net deferred debits and credits .. — 


$292,104 


Nonutility investments 
_ Security Other Physical 
investments property 
$1,376,650 $390,658 
(5,594) (2,098) 


$1,371,056 $388,560 


Summary 


Total utility 
Total nonutility 


Total company 


The company has outstanding total 
securities and reinvested surpluses ag- 
gregating $74,068,804. When this 
capitalization is allocated to the sev- 


Bonds 
and notes 
Electric utility 
Gas utility 
Water utility 
Heating utility 


Preferred 
stock 
$11,872,000 
789 
311,000 
28,000 


$72,017,084 
2,051,720 


eral utility departments and nonutility 
functions, the amount assignable to the 
electric department is $65,070,470, as 
shown in the following table: 


Common stock 


Premium and 
surpluses 
$4,033,340 

489,552 
86,856 


Par 
$12,738,130 


274,320 
32,530 10,296 


Total 
$65,070,470 
5,240,612 
1,631,176 
74,826 





Total utilities 
Nonutility functions ... 


$13,000,000 


$14,591,040 $4,620,044 
1,420,530 631,190 


$72,017,084 
2,051,720 





Total company 


[1] Testimony was presented on 
behalf of the company by Jay Samuel 
Hartt, consulting engineer, that the 
common stock of the company should 
earn $1.55 a share in order to maintain 
an adequate market therefor. Exhibit 
26 introduced by Hartt shows price 
earnings ratios for common stocks of 
11 utilities deemed generally compar- 
able to the company. Price earnings 
ratios for these companies ranged from 
7.1 to 13.5 and averaged 10.1, as com- 
pared with a price earnings ratio for 
the company’s common stock of 10.2. 
The latter ratio was based on a mar- 
ket value of $13.75 per share on De- 
cember 31, 1948, and reported earn- 
ings of $1.35 a share for the twelve 
months ended September 30, 1948. 
The book value of the stock at De- 
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$13,000,000 


$16,011,570 $5,251,234 $74,068,804 


cember 31, 1948 was $13.28 per share. 
Market quotations on the stock on 
April 26, 1948, were 154 bid and 16} 
asked. Using a market of $15 per 
share and reported 1948 earnings of 
$1.35 a share results in a price earn- 
ings ratio of 11.1. 

In the light of these data, earnings 
of $1.55 per share of common stock 
appear higher than necessary. How- 
ever, the reasonableness of the com- 
pany’s request for an increase in rates 
will be tested by the use of the $1.55 
per share common stock earnings 
claimed necessary by it. 

The income derived by the company 
from each department and the earn- 
ings per share of common stock allo- 
cable thereto are shown below: 
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Allocation of 


Interest 
and income 
deductions 
$1,142,467 

76,649 
29,732 
152 


Operating 
income 


Electric utility .... 
Gas utility 

Water utility 
Heating utility .... 


$3,650,596 

38,840 

71,589 
(19,761) 


Common Earnings 
stock 
earnings 
$1,965,688 
(73,865) 
27,660 
(21,219) 


Shares 
of common 
1,273,813 
154,606 
27,432 
3,253 


Preferred 

dividends 
$542,441 
36,056 
14,197 
1,306 











Total utility 3,741,264 


1,249,000 
Nonutility functions 92,348 “th 


1,898,264 
92,348 


1,459,104 


594,000 
a 142,053 











..++ $3,833,612 $1,249,000 


Total company 


( ) Denotes red figure. 


[2] It is seen that the electric de- 
partment earned $1.54 a share on the 
common allocated to it, which is with- 
in one cent per share of the amount 
claimed as reasonable earnings for the 
stock. The lower earnings for the 
stock as a whole result from the loss 
or reduced earnings in other depart- 
ments, particularly the gas utility, 
which showed a loss of 48 cents per 
share on the stock allocated to it. Un- 
der the law (Milwaukee v. Railroad 
Commission, 206 Wis 339, PUR 
1932B 339, 240 NW 165) the losses 


Bonds and notes 

Preferred stock 

Common stock: 
Par value 
Surplus 


Total common 


Total 


lIncludes all interest and income deductions. 


Included in total capitalization and 
surplus of $74,068,804 are certain non- 
productive assets (debt discount and 
expense, utility plant acquisition ad- 
justments, etc.). If these be omitted, 
the total capital that is, or soon will 
be, productively employed amounts 
to $71,138,297, computed as follows: 
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$594,000 $1,990,612 1,601,157 


or inadequate earnings of another utili- 
ty department or of nonutility opera- 
tions may not be made good by in- 
creasing the rates of another utility 
department. 

The reasonableness of the compa- 
ny’s request for an increase in elec- 
tric rates may be tested by another ap- 
proach. Again using the company’s 
claim of $1.55 earnings per share of 
common stock, it is found that the to- 
tal return requirements of the compa- 
ny would be: 


Return requirement 
% Amount 

3. $1,249,000 2 
4. 59. 


, 


4 
7 


16,011,570) 
5,251,234) 


21,262,804) 
$74,068,804 


11.67 2,481,793 


$4,324,793 


Utility plant in service less de- 

preciation reserve and contribu- 

tions in aid of construction .... $56,696,698 
Construction in progress 5,227,326 
Investments 1,376,650 
Other physical property 390,658 
Net current assets 7,446,965 


$71,138,297 
$4,324,793 


6.08% 
79 PUR NS 


Return requirement as above .... 


Per cent return 
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Thus it is clear that, if the company 
earns 6.08 per cent on the book value 
of its tangible assets, it will have suffi- 
cient earnings to cover all interest and 
preferred dividend requirements and 
earnings on common stock equal to 
$1.55 a share, or 11.67 per cent on the 
book value of common. The actual 
earnings of the electric department 
will now be compared with this return 
percentage. 

The company claims an electric rate 
base of $69,089,436, comprised of the 
following items, as shown in Exhibits 
22 and 24-A: 


Electric plant in service and elec- 
tric plant acquisition adjust- 
ments, December 31, 1948 .... $65,586,000 
Projects completed but not closed 
into plant in service at Decem- 
ber 31, 1948 3,142,666 
Electric plant additions author- 
ized for 1948 but not complete 
as of December 31, 1948 6,255,089 
Incomplete retirements in connec- 
tion with foregoing item (395,968) 
Electric plant additions author- 
ized for 1949 construction re- 
quired to adequately carry the 
load existing on the system in 
1948 4,026,554 
Retirements in connection with 
(650,000) 


$77,964,341 


Depreciation reserve (11,731,323) 
Contributions for extensions .. (268,893) 


Add: 
Materials and supplies 2,002,515 
Working capital, 124% f 
operation and maintenance 
expenses 


Rate base $69,089,436 
( ) Denotes red figure. 


The claimed rate base includes $9,- 
235,675 for projects not yet com- 
pleted and in service and for some of 
the projects no expenditures have as 
yet been made. If a similar calcula- 
tion is made, including only construc- 
tion expenditures actually made to 
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December 31, 1948, plus net current 
assets on hand which include amounts 
available for future construction, a 
total of $62,910,066 results, com. 
puted as follows: 


Electric plant in service} $63,748,992 
Deduct : 
Reserve for depreciation ! 11,750,676 
Contributions in aid of construc- 
268,893 


Net electric plant in service 51,729,423 
Electric construction in progress 

(including $3,142,666 completed 

but not closed into plant in serv- 

ice at December 31, 1948) 4,895,239 
Net current assets allocated 

electric department 6,285,404 


__——____. 


$62,910,066 


1 Differs slightly from company figures and 
those in annual report to Commission due to 
use herein of 1948 repriced revenues in allo- 
cation of common plant and reserves to de- 
partments. 


The above amount of $62,910,066 
includes $4,912,666 for property not 
yet in service. This is comprised of 
$1,752,573 ($4,895,239-$3, 142,666) 
of construction in progress but not 
completed and $3,160,093 of net cur- 
rent assets in excess of the company’s 
claim for working capital and mate- 
rials and supplies, which amount may 
be considered as available for future 
construction. It is clear then that the 
proper electric rate base of the com- 
pany would be less than $62,910,066. 

[3] The proposed increase of 3 
mills in the water-heating rate will 
produce additional revenues of $170,- 
000 and additional net income of 
$100,000. Because of the substan- 
tial increase that has occurred in pro- 
duction costs, the Commission con- 
siders the present water-heating rate to 
be discriminatory. It is considered 
that if the proposed increase is granted, 
such discrimination will be eliminated. 
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[4] With such increase in the wa- 
ter-heating rate, the company will have 
an estimated total return of $3,751,- 
000. This figure will yield a return of 
596 per cent on net electric invest- 
ment of $62,910,000 and would allow 
for common stock earnings of $1.61 
ger share on the $12,738,130 of com- 
mon stock allocated to the electric de- 
partment. The foregoing earnings 
are based upon drought conditions ex- 
isting in 1948 which increased the com- 
pany’s operating cost by almost $760,- 
000. A substantial improvement in 
water conditions would result in even 
greater earnings. 

[5] The company urges that the 
rate increase is warranted on grounds 
that an emergency exists. Under 
§ 196.70, Statutes, the Commission 
“may by order when deemed by it nec- 
essary to prevent injury to the busi- 
ness or interests of the people or any 


public utility in case of any emergency 
to be judged of by the Commission, 
temporarily alter, amend, or with the 
consent of the public utility concerned, 
suspend any existing rates, schedules, 
and order relating to or affecting any 


”)? 


public utility There are 
no facts in the present situation of 
Wisconsin Power and Light Company 
warranting a Commission finding that 
an emergency exists. 

The Commission finds : 

1. That the facts in the present case 
do not warrant emergency action by 
the Commission under § 196.70, Stat- 
utes. 

2. That the present rates of Wiscon- 
sin Power and Light Company for 
water-heating service are unreasonable 
and unlawful because they are dis- 
criminatory in the light of substantial 
increases in electric production costs. 


3. That the rates ordered herein for 
such service are not discriminatory and 
are reasonable and lawful. 

4. That the net investment in elec- 
tric plant in service, electric plant un- 
der construction, and net current as- 
sets allocated to the electric depart- 
ment was $62,910,066 as of December 
31, 1948, and that said amount exceeds 
the amount the Commission normally 
would consider as reasonable for rate 
base purposes. 

5. That the adjusted electric net op- 
erating income for the year 1948, after 
the increase in water-heating rates, will 
be $3,751,000, which is approximately 
6 per cent on the $62,910,066 set forth 
in the foregoing finding. 

6. That, in view of the above find- 
ings, no further increase in electric 
rates is warranted. 

The Commission concludes: 

That an appropriate order should 
be issued in accordance with the fore- 
going findings of fact. 


ORDER 


It is therefore ordered : 

1. That Wisconsin Power and 
Light Company be and hereby is au- 
thorized to substitute for its present 
water-heating rates the following 
schedule effective for service rendered 
after the first meter readings following 
the date of this order: 


Off-peak Water Heating Service 

Schedules Rw-1 and Cw-1 

Section (b) 

An energy charge of 1.1 cent net per kilo- 
watt hour used by the controlled service 
storage unit of each heater. 

(No other changes) 

Schedule Rw-2 

(a) First 133 kw. hr. or less used per 

mo. $2.65 gr., $2.40 net per month 
All over 133 kw. hr. used per mo. 
1.1¢ net per kw. hr. 
Minimum bill, $2.65 gr., $2.40 net per 
month 
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(b) For installations in excess of 86 gal- 2. That in all other 
lons capacity, there shall be added er - — ee the 
to the above rate (a) for each gal- application herein be and hereby is 
lon of additional capacity 1.67 kw. denied. 
hr. to the monthly primary step and 
3¢ net to the primary rate and to 
the monthly minimum bill. 

(No other changes) 
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Re Valley Water Company 


Docket No. 3693, Order No. 2074 
June 3, 1949 


PPLICATION by water company for authority to increase 
l 1 rates; authority granted. 


Expenses, § 97 — Owner's salary — Water company. 
1. A utility owner is entitled to be reimbursed for personal services per- 
formed by him on the same basis as any other person, and his salary is an 
operating expense rather than return on investment, p. 90. 

Valuation, § 38 — Rate base determination — Purchase price factor. 
2. Evidence of purchase price should be considered in determining a rate 
base, but it is not controlling or entitled to great weight in an investigation 
for determining present value, p. 90. 

Valuation, § 25 — Rate base determination — Present value of property. 
3. The Commission is required to determine the present value of a utility’s 
used and useful property for rate-fixing purposes and the value to be deter- 
mined is the value at the time of hearing, p. 92. 

Valuation, § 17 — Rate base determination — Formula used. 
4. No fixed method of determining present value is prescribed for rate- 
making purposes, and the Commission must weigh the various values in the 
light of the facts surrounding them and give such weight to them as appears 
proper, p. 92. 

Return, § 115— Water company. 
5. A return of 4.22 per cent was held not to be excessive for a water com- 
pany, p. 94. 

* 


APPEARANCES: H. C. Pauly, of the Protestants: Joseph Iten, Mayor of 
firm Murphy, Garlington & Pauly, At- town of Hamilton, appearing for the 
torneys at Law, Missoula, appearing town of Hamilton; Claude A. John- 
for the applicant; J. D. Tayor, Attor- son, Attorney at Law, Hamilton, ap- 
ney at Law, Hamilton, appearing for pearing for George Elliot, Dr. Park 
the applicant. Wills, Ross Erickson, Miles Romney, 
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Howard C. Packer, Marshall Ander- 
son, Joseph Iten, and other water us- 
ers of Hamilton; Ross Erickson, R. F. 
Holt, E. F. Grimes, W. H. Deffen- 
baugh, Ted Reinebolt, F. J. O’Donnell, 
c. H. Knowles, H. M. Birrer, all of 
Hamilton, appearing for themselves. 

Other APPEARANCES: Edwin S. 
Booth, Secretary-Counsel, appearing 
for the Board. 


By the Commission : On December 
15, 1948, the Valley Water Company 
filed an application for authority to in- 
crease rates covering the flat rate serv- 
ice in the city of Hamilton, Montana, 
for water charges and to increase rates 
on meter charges for consumption in 
excess of 500,000 cubic feet per month. 
This application was set for hearing at 
Hamilton on April 19th and notice of 
public hearing was sent, ten days prior 
to the hearing, to each of the papers 
published in Hamilton, the city clerk, 
board of county commissioners, clerk 
of the school board, and ten copies sent 
to the chamber of commerce with re- 
quest that their membership be noti- 
fied and ten copies mailed to the water 
company with the request that they be 
posted so as to give notice of the hear- 
ing. At the time of hearing, several 
protestants appeared and requested 
continuance of the hearing. In view 
of the fact that the proper notice was 
given to the water users for the re- 
quired legal period of time and no 
sufficient reason in support of such 
motion for continuance being made, 
the Board denied the motion for con- 
tinuance. 

The applicant presented oral and 
documentary evidence in support of 
its application. The protestants of- 
fered evidence in support of the pro- 
test, both by means of cross-examina- 


tion and direct testimony. From the 
evidence offered by all parties and the 
files and records of this Commission, 
the following facts appeared: 

The Valley Water Company was 
initially constructed in 1896 by Marcus 
Daly. The initial construction was 
apparently in order to furnish water 
for his private property and in addition 
render service to the town of Hamil- 
ton. The line was initially construct- 
ed with kalomein coated steel pipe and 
obtained its water supply by gravity 
from Skalkaho creek. The water 
system was sold to various parties dur- 
ing the period of time from its con- 
struction until 1929 when it was ac- 
quired by the Montana Power Com- 
pany. The Montana Power Company 
sold the system to the present owners, 
A. S. Thane and Margaret L. Thane 
in 1942, who have operated the system 
since that time as a partnership. 

General improvements have been 
made in the line during the time in the 
way of replacment of mains and exten- 
sion of the distribution system. The 
gravity supply from Skalkaho creek 
has been discontinued and the system 
is now served by deep wells and a res- 
ervoir. 

The water system, on December 31, 
1948, had 1,006 consumers. Of this 
number, 838 were residential consum- 
ers, all of whom are served on a flat 
rate schedule. The commercial and in- 
dustrial consumers are on a metered 
basis. The flat rate schedules of the 
company, on file with this Commis- 
sion, were placed in effect in 1935, 
but were not actually approved until 
November 6, 1939. These rates con- 
stituted reductions from the previous 
schedule which had been in effect since 
1916. Basically, the present rates pro- 
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vide for a flat rate covering a 4-room 
dwelling of 85 cents with a charge of 
15 cents for each additional room and 
corresponding rates for additional fa- 
cilities, such as baths and laundries. 
The proposed rate would fix the rate 
for a 4-room dwelling at $1.25, 5- 
room dwelling at $1.50, with the rate 
for each extra room being 15 cents. 
Rates for extra facilities would remain 
the same. The proposed rates consti- 
tute a return to the rate which was in 
effect from 1916 to 1935. The meter 
rate schedule now in effect was ap- 
proved in 1935. The proposed sched- 


ule does not provide any change until 
after 500,000 cubic feet per month is 
used. The present sprinkling rate is 
12} cents per 100 square feet per sea- 
son or 624 cents for 500 square feet. 
The proposed rate is 75 cents for each 
500 square feet per season or an in- 


crease of 12} cents per 500 square 
feet. 

The increase in basic rate of a 4- 
room house is 40 cents per month. 
This is an increase of 47 per cent on 
the basic rate. The increase on a 
house of five rooms or over is 50 cents 
per month or a 50 per cent increase on 
the basic rate. There is no increase 
in the room charge over 5 or for extra 
fixtures and the percentage of increase 
would be less for the greater number 
of rooms or fixtures. The company 
stated that the percentage of increase 
amounts to slightly less than 20 per 
cent on the gross revenue. 

[1,2] The 1948 Annual Report 
shows operating income of $27,958.27 
for the year. Total operating expenses 
amounted to $23,694.54, leaving a 
gross income of $4,263.73. Included 
in the operating expense is an item of 
$4,000 to Mr. Thane, one of the own- 
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ers, for all his services in managing 
and operating the company. He testi- 
fied that that was a reasonable amount 
for the services he performed and if 
some one else were hired, that that 
amount would be a proper salary. A 
utility owner is entitled to be reim- 
bursed for personal services performed 
by him on the same basis that any 
other person would be paid. The item 
of $3,500 per year for depreciation 
does not appear to be unreasonable. 
No question was raised as to the rea- 
sonableness of operating expenses and 
from an examination, they appear to 
be kept in accordance with the uni- 
form system accounts prescribed by the 
Commission. 

Wages for 1949 will be $55 per 
month more than in 1948. There have 
been some increases in the cost of ma- 
terials and supplies, which will result 
in some increase in operating expense. 

Based on the customers accounts for 
1948, and considering some increase in 
operating costs, including an increase 
in fixed wages of $650 a year, the 
company estimates that the net return 
a year on the proposed rates would 
be approximately $9,000 instead of 
$4,263.73 shown in 1948 or an in- 
crease of about $4,737 for a year. Of 
course, the result for 1949 will not re- 
flect such increases as only one-half of 
1949 service will be affected by the in- 
creases granted. 

The question presented in this hear- 
ing is thus narrowed to whether a re- 
turn of approximately $9,000 per 
year is a fair and reasonable re- 
turn on investment. This raises the 
basic question of the plant value on 
which the applicant is entitled to earn 
a fair return. 

Mr. Thane testified that an appraise- 
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ment had been made by the engineers 
to obtain a value of the plant in 1948 
when the acquisition of the plant by 
the city was considered. The mayor of 
Hamilton was called and identified an 
engineer’s report and appraisal. Over 
objection of the mayor and other prot- 
estants, this engineer’s report was re- 
ceived in evidence. The report made 
for the city states that the appraisal 
is made on prices as of May 1, 1948. 
It is stated that “an appraisal of this 
type gives the estimated cost to repro- 
duce the system at current prices, and 
reflects the depreciation, both physical 
and functional, that has accrued in the 
property.” 

This report shows a reproduction 
cost, as of May 1, 1948, of $281,577. 
After consideration of actual deprecia- 
tion accrued, a value of $214,457 is de- 
termined. This value includes $1,500 


for water rights not now used for the 


benefit of the public. Deducting this 
amount, we arrive at a figure of $212,- 
957 of reproduction cost new, less de- 
preciation, as of May 1, 1948. Testi- 
mony shows that there has been no ma- 
terial change in values of water system 
supplies and equipment during the 
past year. 

Mr. Thane, after stating his qualifi- 
cations as an engineer, testified that he 
made his own appraisal of the system 
based on May 1, 1948, figures. His 
estimate of value, as shown in the ex- 
hibit prepared and introduced by him, 
showed a reconstruction cost new of 
$344,040 and a depreciated reproduc- 
tion new value of $262,667. This 
figure likewise includes $1,500 for a 
water right which is not now used 
in the utility. His exhibit adds 
amounts for overhead, equipment, 
work in progress, “working capital” 


and “going value.” Considering these 
items, an option was given to the city 
to purchase the system at $232,000. 
This option was not exercised and has 
expired. In addition, Mr. Thane 
stated he would accept the engineer’s 
report previously referred to for the 
purposes of this hearing. We will not 
further consider Mr. Thane’s valua- 
tion figures. 

The protestants on cross-examina- 
tion developed the fact that the actual 
cash purchase price for this plant and 
the one at Plains, Montana, was $50,- 
000 in 1942, but there were other con- 
siderations, such as long employment 
of the purchaser by the parent com- 
pany. It was also developed that the 
assessed valuation of the plant for tax 
purposes, at present is about $38,000. 

The Annual Report filed for 1948 
shows a plant value of $169,978.42 
as of December 31, 1948. Mr. Thane 
testified that he carried the plant value 
figures of the previous owner and had 
added the additions from time to time. 
The report also shows depreciation re- 
serve of $30,333.40 which deducted 
from the plant value would leave a de- 
preciated book value of $139,645.02. 
Examination of the reports back to 
1939 shows that the plant value as of 
January 1, 1939, was carried at $167,- 
592.49. Since that time adjustments 
have been made for property removed 
from service or additions made. These 
values, if correctly set up, would re- 
flect the original cost of the property. 
This Commission was not created un- 
til 1913 and no requirements for re- 
porting existed during the time the 
plant was being installed. These val- 
ues do not reflect present values. The 
accounts have been kept in accordance 
with our System of Uniform Accounts 
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for Water Utilities. The account on 
Cost of Plant and Equipment is in- 
tended to be a continuing account re- 
flecting original cost of the plant value. 
It does not reflect changes due to in- 
crease or decrease in plant values. It 
would show the values as of the time 
the various portions of the system 
were constructed. The value of the 
same property would vary depending 
on the time the investigation was 
made. It is common knowledge that 
value of property on a replacement 
value new, less depreciation, is con- 
siderably greater now than in 1939. 
Protestants called several witnesses 
who stated that they believed the pres- 
ent rates were sufficient. One of the 
witnesses was a metered water cus- 
tomer and not affected by the present 
application. Some of the witnesses 
considered the rate of return on the 


basis of the $50,000 cash considera- 
tion paid in 1942 by Mr. Thane, and 
on that basis considered the present 


return adequate. The general rule is 
that evidence of purchase price should 
be considered, but that it is not con- 
trolling or entitled to great weight in 
an investigation for determining pres- 
ent value. Another witness considered 
that all revenue paid to another was 
return to the owner on investment. 
An individual owning a utility is to 
be treated the same as a municipality 
or a corporation in the allowance of 
operating expenses. Salary received 
for services is an operating expense 
and cannot be considered as return on 
investment. 

[3,4] The Montana supreme court 
has stated the rule to be followed by 
this Commission in determining values 
for rate-making purposes in Tobacco 
River Power Co. v. Public Service 
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Commission (1940) 109 Mont 52], 
33 PUR NS 151, 155, 98 P2d 886, 
That ruling is binding on this Com. 
mission. The court said: 

“No specific and exclusive method 
for determining value is mentioned 
in the Montana Code. Section 3884 
Revised Codes, reads as follows: ‘The 
Commission may, in its discretion, in- 
vestigate and ascertain the value of 
the property of every public utility ac- 
tually used and useful for the conven- 
tence of the public. In making such 
investigation the Commission may 
avail itself of all information contained 
in the assessment rolls of various 
counties, and the public records of the 
various branches of the state govern- 
ment, or any other information ob- 
tainable, and the Commission may at 
any time of its own initiative make 
a revaluation of such property.’ 

“The power of the state in regulat- 
ing utility companies is very similar to 
the power of the state in eminent do- 
main proceedings. Under the power 
of eminent domain a state may con- 
demn and acquire private property for 
public use, but before doing so must 
compensate the owner. In _ other 
words, must make him whole which 
merely means that it’ pays him the 
value of the property which is con- 
demned and taken. Jn exercising its 
power of regulating rates of a utility 
company it appraises the value of the 
property, determines from evidence the 
cost and expense of operating the utili- 
ty, allows for depreciation and fair re- 
turn on investment, and thereupon 
fixes rates for service to be rendered, 
which in effect is a restriction on the 
use, enjoyment and profits which the 
owner of the utility may have. In 
effect, the order of the Public Service 
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Commission limits and regulates the 
yse of the property so far as profit is 
concerned and quality of service ren- 
dered, but leaves the management of 
the business in private hands with the 
attendant obligations of rendering 
service, meeting costs of operation and 
exaction of government in the way of 
taxes. The Commission cannot under 
the law fix rates so low as to result in 
taking of property without just com- 
pensation to the owner. 

“The law is well settled in all ju- 
risdictions, including Montana, that 
rates must be just and reasonable, and 
likewise the return to the utility com- 
pany on its investment and for serv- 
ice rendered must be fair, just, and 
reasonable. (Great Northern Utilities 
Co. v. Public Service Commission, 88 
Mont 180, PUR1930E 134, 293 Pac 
294: Minnesota Rate Cases [1913] 
230 US 352, 57 L ed 1511, 33 S Ct 


729, 48 LRA NS 1151, Ann Cas 
1916A 18; Smyth v. Ames [1898] 
169 US 466, 42 L ed 819, 18 S Ct 


418.) No great difficulty should be 
experienced in determining fair value 
of the property of the utility company 
and just and reasonable rates which 
may be charged if both parties to a 
proceeding to determine the ultimate 
facts are candid, reasonable and fair 
with each other. 

“Tt is observed from § 3884, supra, 
that considerable latitude is allowed 
the Public Service Commission in de- 
termining value. Neither the Public 
Service Commission nor the utility 
company is limited to or bound by any 
particular method in arriving at the 
solution of the question of value. It 
must be born in mind always that the 
ultimate fact to be determined is value 


upon which rates are based, which 
must of course be done under proper 
legal procedure and restrictions. 

“The cost of reproduction new, less 
depreciation, is usually regarded as 
one of the most important, if not the 
dominant factor, in the determination 
of value. (51 C.J. 17.) Under the 
section of the Montana Code just cited, 
assessment rolls are likewise admis- 
sible as evidence of value, but of course 
are not exclusive. When the state con- 
demns property of a landowner it fre- 
quently resorts to assessed valuations 
as evidence, but more often than not 
the jury will determine damages and 
valuation in excess of that set out in 
the assessment rolls. Original cost, 
assessment values, cost of reproduction 
new, prudent investment theory, pub- 
lic records mentioned in § 3844, supra, 
and opinions of value are all means to 
an end, namely the determination of 
value. We can find no error in the 
procedure of the court in allowing evi- 
dence of cost of reproduction new, 
less depreciation, to be admitted as 
evidence of value. 

“The next assignment of error is 
that the court erred in determining the 
value of the utility on the date of the 
trial, rather than on the date the Com- 
mission issued the order complained 
of. On April 17, 1936, the appellant 
took evidence of the reasonableness of 
the rates, and the trial on the appeal 
from its order took place on May 24, 
1938. On account of the long period of 
time intervening it is important that 
this question be settled, as considerable 
change could, and did, take place with- 
in that period of time.” (Italics sup- 
plied. ) 
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See also: 

Great Northern Utilities Co. v. 
Public Service Commission, 88 
Mont 180, PUR1930E 134, 293 
Pac 294. 

From the foregoing statements by 
our court, it is definite and certain 
that this Commission is required to 
determine the present value of the 
property used and usable in the utili- 
ty business. It is also certain that 
the value to be determined is the value 
at the time of hearing. The Commis- 
sion should and correctly did receive 
the evidence offered as to sale in 1942, 
assessed value, reports to the Commis- 
sion and engineer’s appraisals. No 


fixed method of determining present 
value is described. The Commission 
must weigh the various values in the 
light of the facts surrounding them 
and give such weight to them as ap- 


pears proper. 
[5] The appraisement figure sub- 
mitted by the engineers as to the value 
of the plant, on May 1, 1948, is based 
on the principles above stated. The 
appraisement was made for the pur- 
pose of determining the value the city 
might expect to pay in purchase of 
the plant, whether by agreement or 
condemnation. This value would be 
the same as the company is entitled to 
earn areturnon. While other persons 
might arrive at various values, no rea- 
son appears which would justify any 
substantial variance. This figure, ad- 
justed, amounts to $212,957. Based 
on this figure, a return of $4,263.73 
yields a return of 2.002 per cent on the 
present depreciated value. A net in- 


come of $9,000 per year would yield 
a return of 4.22 per cent. Under the 
principle stated above, it is not neces. 
sary for us to state what a reasonable 
return should be. It is sufficient to 
state that a return of 4.22 per cent is 
not excessive and should be allowed, 
The proposed rates do not appear to 
be unreasonable or discriminatory and 
will not return more than a reasonable 
return on the present value of the plant 
less accrued depreciation. 

From the evidence and for the rea- 
sons stated above, the Commission 
makes the following 


Findings of Fact 


1. That the Valley Water Company 
is a partnership, consisting of H. §, 
Thane and Margaret L. Thane. That 
the company operates public utility 
water service in the city of Hamilton, 
Montana and vicinity. 

2. That the income, after paying op- 
erating expenses, received from the 
water service is insufficient to make a 
fair rate on the value of the utility 
property. That in order to make a 
fair return additional revenues de- 
rived from increased rates are neces- 
sary. 

3. That the application for increase 
in rates applied for will not result in 
the earning of more than a fair rate 
on the value of the property used and 
usable in the public utility service. 
That the rates are fair, reasonable, 
and nondiscriminatory. 

The Board concludes as a matter of 
law that the application should be 
granted. 
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Massachusetts Department of 
Public Utilities 


Kenneth Hudson, Doing Business As 
Hudson Bus Lines 


D.P.U. 8666 
July 15, 1949 


pire osagentrs as to propriety of motor carrier rates for bus 
service; increased rates disapproved. 


Rates, § 417 — Bus service — Threat of curtailment — Over-all revenues. 
A motor carrier should not be permitted to obtain a bus rate increase in 
one city by a threat to discontinue or curtail service without proof that the 
additional revenue is necessary on an over-all basis even though operations 
in the city, where the carrier also provides school bus operation of substan- 
tial magnitude, are conducted at a loss and the city is reconciled to increases 
if adequate service is to be retained. 


APPEARANCE: James H. Sullivan, 
Esq., for Kenneth Hudson, d/b/a/ 
Hudson Bus Lines. 


By the DEPARTMENT: This is an 
investigation by the Department on 
its own motion of the propriety of 
the increased rates and charges for 
bus transportation by Hudson Bus 
Lines in the city of Peabody. 

Respondent operates over a large 
territory in Massachusetts and New 
Hampshire, running 576,608 bus 
miles in this state in 1948. He had 
84 busses on hand at the end of the 
year and a gross operating income 
during the year of $454,123. The 
proposed increased rates apply only to 
a short route within the city of Pea- 


body, over which respondent operated 
some 37,440 bus miles in 1948. 

No evidence was presented at the 
hearing that would enable us to find 
that respondent’s entire operations 
were carried on at less than a reason- 
able return. A cursory analysis of his 
balance sheet and earning statement 
raises very serious questions which 
we believe he should be called on to 
answer before any such finding is 
made. It does appear from the testi- 
mony that his operations in Peabody 
are conducted at a loss. However, 
such operations include a school bus 
operation of relatively substantial 
magnitude. The particular route con- 
cerned here utilizes only one bus of 
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the seven garaged in Peabody, the 
rest being used in the school bus op- 
erations. There was no satisfactory 
allocation of costs as between the two 
types of operation. On the record, it 
is just as possible to conclude that 
the losses on the Peabody operation 
are due to the school bus contract as 
it is to find that they are due to re- 
spondent’s regular route operations. 
The increased fares were filed after 
conference of respondent with the of- 
ficials of the city of Peabody, and the 
mayor of that city appeared and ex- 
plained that the city was reconciled 
to such increases if adequate service 
was to be retained thereby. We can- 
not accept this testimony as decisive. 
The burden is still upon the respond- 
ent to prove that he needs the addi- 
tional revenue. And if the threatened 


curtailment of service is not justified, 
there is a plain remedy upon appeal 


to this Department. We feel that ; 
would establish a very dangerous preg 
edent for us to permit a carrier to ob 
tain a rate increase by a threat t 
discontinue or curtail its service with 
out any proof that the additional reve. 
nue is necessary on an over-all basis, 
If the Peabody run is made at a loss, 
the proof as to which is, as we have 
said, not satisfactory, the rates should 
doubtless be adjusted so that other 
riders will not be burdened with the 
costs of service to this particular group, 
But that does not dispense with the 
necessity of either proof of over-all 
need for revenue or else a correspond- 
ing compensating readjustment some- 
where else in the system. 

In view of the foregoing circum- 
stances and after hearing upon due 
notice, investigation, and considera- 
tion, it is hereby [ordered that pro- 
posed rates be disallowed]. 
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Industrial Progress 


A digest of information on new construction by pri- 

vately managed utilities; similar information relating 

to government owned utilities; news concerning prod- 

ucts, supplies and services offered by manufacturers ; 
also notices of changes in personnel. 


Aerial Ladder Leaves Truck 
Bed Clear When Not in Use 


= J. H. Holan Corporation, Cleveland, 
Ohio, has announced a new low cost aerial 
ladder for general service bodies. It is adapt- 
able to any standard service body with or with- 
ut a high roof enclosure and is designed so 
that when it is not in use the truck bed is clear 
for other types of work. The ladder is con- 
structed of two sections of 12, 13, or 14 feet 
and extends to a maximum overall height of 
% feet. Instead of rotating, the ladder can be 
extended either forward or to the right side of 
the body. In working forward there is one 
locked position for the ladder. In working to 
the right side there are four locked positions. 
\n adjustable frame is used for securing the 
ladder in the side positions. When the ladder 
snot in use this frame can be folded against 
the side of the body to give a clear working bed. 

Safety as well as simplicity has been stressed 
n the design and construction. An adjustable 
platform keeps level in all ladder positions. A 
belt loop on the fly section of the ladder holds 
a safety belt. Truss rods extending the full 
length of the ladder are equipped with insula- 
tors. 

Three models of the Holan aerial ladder are 
available. They have maximum extended 
heights from the ground of 22, 24, and 26 feet 
with platform heights of 19, 21, and 23 feet, 
respectively. 

The company believes this ladder will be of 
valuable service where economy is a major fac- 
tor and overhead work must be combined with 
ther uses for the same body. 


Lube Jack Offers New Line of 
Earthworm Boring Machines 


A NEWLY improved line of Earthworm boring 
4Amachines has been perfected by Lube 
Jack Company, according to N. D. Johnson, 
president. 

The Earthworms, according to Mr. Johnson, 
will now permit laying of pipe lines of all types 
up to 3 in. in diameter and up to 150 ft. in 
length, without the need of breaking surface 
ground for such operations. In many applica- 
tions, it is possible to use.pipe or conduit as 
drill stem sections and leave it underground as 
a permanent installation. 

The Earthworms are said to be ideal for 
laying lines under highways, parking lots or 
other sites where surface excavations would 
be costly and inconvenient, Accuracy of the 
units, when drilling lines as long as 150 ft., 
can be maintained within one inch of the target 
area. In operation, water is forced through the 


drill stem as a lubricant and to wash back 
the cuttings. Three types of bits are available 
to work in all types of soil. A choice of three- 
power rated models is available. 

For complete information, write Lube Jack 
Company, 1415 14th street, Santa Monica, 
California. ' 


Dravo Awarded Contract for 


$28,000,000 Power Plant 


> CorPporATION has been awarded the 
contract as construction agent for the 
$28,000,000 ‘power plant of Duquesne Light 
Company, Pittsburgh, to be built at Elrama, 
Pennsylvania, four miles above Clairton on the 
Monongahela river, it was announced recently. 

Initially, the plant will contain two 95,000 
kilowatt steam turbine generators, largest to 
be specified for the Duquesne Light system, 
and will add 190,000 kilowatts to the system’s 
present 802,000 kilowatts capacity, an increase 
of more than 23 per cent. 

Currently being designed by the Duquesne 
Light’s engineering staff, the plant is scheduled 
to be under construction by Dravo early next 
year. The completion date will be about mid- 
year 1952, 


Indianapolis P. & L. Sponsors 
Model Home for “Better Living” 


NDIANAPOLIS has been selected for further 
developing a new program to show that 
families at any income level can enjoy “better 
living through better planning” of their homes, 
according to an announcement by H. 
Prichard, president of the Indianapolis Power 
and Light Company. 

Four model homes in a wide range of price 
classes are being built by four well known 
Indianapolis builders as a part of the program. 
The houses will be opened for public inspection 
in October. 

The complete planning of the homes, from 
original design to decoration and equipment, 
has been codrdinated under the sponsorship of 
the Indianapolis Power and Light Company 
and the Better Homes Bureau of the Westing- 
house Electric Corporation. 


Dry Type Unit-Substation 


A NEW line of air cooled unit-substations is 
announced by Marcus Transformer Com- 
pany, Inc. The complete power package con- 
sists of a dry type transformer, primary pro- 
tection, as well as secondary breakers and re- 
quired metering equipment. A choice is offered 
of various types of primary and secondary 


(Continued on page 22) 
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protective equipment to meet the customer’s 
individual needs. 

The transformer section is constructed 
throughout with class B and C heatproof in- 
sulation, such as fibre-glass, mica, porcelain, 
new Johns-Manville Quinterra, resulting in a 
unit having overload capacities unobtainable 
previously. 

The complete absence of hazardous oil or 
toxic liquid affords exceptional safety and 
makes this equipment ideal for installation in 
hospitals, schools, hotels, industry, and any 
other place where safety and convenience are 
important factors. 

It is available in sizes from 100 to 2000 KVA 
inclusive, both single and three phase, in volt- 
ages up to 15,000 volts. 

Further information may be obtained from 
the manufacturer, Hillside, N. J. 


U. S. Rubber Issues Catalog on 
Line of Transmission Belting 


NEW 28-page catalog giving detailed de- 

sign, engineering and performance data 
for its line of transmission belting has been 
published by the mechanical goods division, 
United States Rubber Company. 

Tables on belt speeds, arc of contact, friction, 
horsepower correction, and service factors are 
included in the manual, together with hints on 
the proper selection of a belt and the procedure 
for analyzing belt drives. 


New Booklet Describes 
Air-Cooled Transformers 


RY type air-cooled transformers are de. 
scribed and illustrated in Standard Trans. 
former Company’s new booklet just off the 
press. Both class A and class B insulated dry 
type transformers are presented. Complete line 
of class B transformers has been redesigned to 
include remodeled cases. Weights, dimensions, 
and full technical data are included. 
Free copies can be obtained from Standard 
Transformer Company, Warren, Ohio. Ask 
for bulletin No. S-202A. 


Water Heater Service 
Manual Revised 


recognition of the substantial progress 

made in the design of gas water heaters and 
their controls since 1938, a completely revised 
and greatly expanded third edition of the “Gas 
Appliance Service Water Heater Manual” has 
been completed by American Gas Association. 
Containing valuable suggestions for properly 
installing and servicing gas water heaters, the 
manual is a handy reference both for training 
ot eee and for use by the serviceman in the 

eld. 

Preparation of the new volume was under- 
taken by A.G.A. Committee on Gas Appliance 
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For Guy and Suspension Lines 
—and Other Utility Uses 


Uniform - Strong - Long-Lived - Economica 
Sunstrand Wire Rope is made on the 
== most modern wire rope machines in use 
today. All types and sizes are available 
including 1 x 7 construction galvanized 
steel strand made to ASTM specifications. 


Write today for our price list and com- 
plete information on Sunstrand Wit 
Rope for utility uses. 


=< 


MANUFACTURING COMPANY 
880 South Second Street, Sunbury, Pa. 
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¢ bills of these birds never change. 


¢ peculiar bird’s bill at the left is long and 
in. The duck’s bill is always sort of flat. The 
ican’s bill always has a pouch attached. 


ch species retains the same distinctive bill 


year after year. 


sa far different story, however, with con- 
mer’s bills. As you so well know, some of 
m change. Some customers’ bills may show 
marked increase ... or decrease... in kilo- 
tt-hour usage over a short period ‘of time. 


current analysis of your bills, therefore, 
y disclose certain trends that will be of con- 
erable value to you in planning your rate 
d promotional programs. 


eny such bill analyses are compiled for utili- 
s by the Recording and Statistical Corpora- 


nm. The tabulations are made on specially 
igned electro-mechanical equipment. As 
ny as 200,000 bills can be analyzed each day 
trained personnel. 


FREE booklet for you 
shall be glad to give you the facts about 


Some interesting 
facts about bills ! 


this accurate and economical method of com- 
piling customers’ usage data. 


Write today for “The One Step Method of Bill 
Analysis. ” It may save you time and money 
in the months to come. 





This Bill Frequency Analy joped especially for 
utility usage Se ee classifies and adds in 
300 registers—in one step! 


ECORDING AND STATISTICAL CORPORATION 


100 Sixth Avenue 


New York 13, N. Y. 
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Installation and Service Manuals, J. M. Pick- 
ford, Northern Indiana Public Service Com- 
pany, Hammond, Indiana, chairman. Scope of 
the manual has been broadened to include in- 
formation helpful to persons in the LP-gas 
industry. Most of the service material is ap- 
plicable to all types of gases. 

Published in convenient pocket-size and con- 
taining 296 pages with 167 illustrations, the 
manual is available from American Gas Asso- 
ciation at $1.50 a copy. Also available at the 
same price are two other gas appliance service 
manuals in the same series: “Volume I, Gas 
Ranges, Fifth Edition 1947” and “Volume ITI, 
Commercial Kitchen Appliances, Second Edi- 
tion 1947.” 


Midwest Automatic Introduces 
“Magic Wire” 


of different numerals available. 

With terminals numbered to correspond with 
the numerals on the wires, installation cog 
and trouble-shooting time can be reduced 
as much as 50 per cent, Mr. Frankle dec 


Pocket-sized Volt-Ammeter 
Offered by Pyramid Instrument 


A COMPLETE deviation in split-core volt-am-. 
meter design is being introduced by the 
Pyramid Instrument Company, in its ney 
pocket type Amprobe. It measures current 
without interrupting service. A plastic finger 
trigger opens the transformer probes an 
clamps around the conductor thus measuring 
the current in that circuit. To measure voltage 
a pair of test leads are inserted into the front- 
mounted pin-jacks and connected to line. 
The Amprobe is completely insulated. No 








A new kind of wire for electric controls, metal parts come in contact with the operator. Mar” 
using numbers instead of color-coding to For details write the Pyramid Instrument . 
increase the ease and accuracy of installations (Company, 49 Howard street, New York, N. Y v 
and maintenance, was announced recently by ‘ i v 
the Midwest Automatic Control Co., 510 Third New Rope Swivel Announced fi 
street, Des Moines, Iowa. f 
Called “Magic Wire,” each wire has its code A NEW type of wire rope swivel that has 
number imprinted in bright red on every inch double roller bearings and will swivel 
of the yellow insulation. under full load has just been announced. The 
Compared with color-coded wire, President unit was originally developed for use by utility 

Harry Frankle said the numbered wire has two companies and is now being offered for all rope 
main advantages: (1) The numerals do not applications. Some of the features of these 
wash or wear off, nor become discolored with swivels are: both thrust and radial roller bear- 
age; and (2) there is no limit on the number (Continued on page 26) 

is too difficult to solve with the combined efforts of your 

bankers, your attorneys and ourselves. We work for: 

—CORPORATIONS 
To obtain stockholder approval of corporate proposals. 
To build stockholder good-will. 
—ATTORNEYS 
To suggest solutions for corporate problems. 
To assist in preparing plans for corporate recapitalization, 
reclassification, etc. 


—UNDERWRITERS 


To secure stockholder support for new financing. 
To facilitate exchanges or conversions. 


Write for a copy of our leaflet “What we do—How we do it.” 


GEORGESON & CO. 
52 Wall Street, New York 5, N. Y. 


Boston - Philadelphia - Chicago - Los Angeles - San Francisco 
Representatives in all Principal Cities 
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st in heavy-duty truck sales for I7 straight years! 


> & 


first in value by America’s 
st exacting truck buyers! 

or 17 straight years, registra- 
ons figures for new trucks with 
SVW ratings over 16,000 Ibs. 
ve shown International Trucks 
nfirst place. Would Internation- 
get that vote of confidence un- 
s they were the best value in 

he heavy-duty truck field? 


2. Backed up by the nation’s largest 
exclusive truck service organization! 
4,700 International Truck Deal- 
ers and 170 Company-owned 
Branches and Service Stations 
are ready with factory -trained 
mechanics, precision-engineered 
parts, and special tools to give 
International Trucks the diagno- 
sis, service, testing and repairs to 
correct any trouble. 


= 
— 
= 
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— 


— 
— 
—_ 
— 
_— 
— 
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.You don’t stay first in sales for 17 straight years unless you're first in value! 


No matter what model Interna- 
tional Truck you buy—heavy, 
light or medium-duty—you get 
the same basic values that have 
made International Trucks first in 
the heavy-duty truck field for 17 
straight years. 

You get a rugged truck, not 
weakened by compromise with 


INTE RNATIONAL“¥ 


Passenger car engineering. 

You get a truck specialized by 
truck engineers to meet your spe- 
cific requirements. You have 22 
basic models and 1,000 truck com- 
binations to choose from. 

See your nearest International 
Truck Dealer or Branch before 
you buy any truck. 


3. Precision-engineered parts 


help keep the leader leading! 


Replacement parts have a place 
on the all ’round truck team that 
keeps Internationals ahead of the 
field. They’re precision-engineered 
parts, just like the originals. 
They’re made to fit and do a bet- 
ter job and last longer. 


4. Inexpensive factory-rebuilt exchange 


units are important, too! 


Owners of heavy-duty Interna- 
tional Trucks also save money 
with complete International units, 
reconditioned and factory-rebuilt. 
They are priced way below new 
ones and covered by new unit 
International warranty. 


International Harvester Builds 
McCormick Farm Equipment 
Farmall Tractors ... Motor Trucks 
Industrial Power... Refrigerators and Freezers 


TRUCKS 


INTERNATIONAL HARVESTER COMPANY + CHICAGO 
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You. can pick the EXACTLY RIGHT tug - 





Penn-Union manufactures 
the COMPLETE line 
of Conductor Fittings 


You'll find that Penn-Union offers all the 
good types of terminals, in a complete range 
of sizes: Solderless lugs to grip the conductor 
by Bolt, Screw, Post-and-Nut, or Multi-Slit 
Tapered Sleeve;  Vi-tite, E-Z, clamp type, 
shrink fit, etc., etc. Soldering lugs and sheet 
metal terminals in wide variety. 


Also Tee Connectors; Cable Taps; Straight, 
Parallel, Elbow and Cross Connectors; Bus 
Supports, Clamps, Spacers; Grounding 
Clamps; Service Connectors, etc. Penn-Union 
connectors are the choice of leading utilities 
—because every fitting is mechanically and 
electrically dependable. 


ELECTRIC CORPORATION 
Sold by Leading Wholesalers 


PENN-UNION 
ERIE, PA. 


PENN-UNION 


CONDUCTOR errring. ™ 
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ings; completely streamlined bodies; heayy 
load capacity in relation to size; permanen; 
lubrication; and replaceable parts. 

Descriptive literature may be obtained from 
Flexo Machines Company, 456 N. Aberdeen 
street, Chicago 22, Illinois. 


Sales of Gas Water Heaters 
Almost Even With Year Ago 


hae sales of gas water heaters are 
only two per cent below a year ago May 
and over two and a half times greater than 
prewar, it was made known recently by James 
F, Donnelly, A, O. Smith Corporation, Kanka- 
kee, Illinois, and chairman of the “Court of 
Flame” promotion committee. 

Mr. Donnelly stated that sales of gas water 
heaters this June were 121,000 compared to 
122,000 a year ago June, and that during the 
last few months gas water heaters were about 
the only major appliances which were keeping 
their sales up to the previous year. 


Westinghouse to Build Largest 
Portable Transformer 


A $400,000 contract has been entered into by 
Westinghouse Electric Corporation to 
build an 83,333-kva, single-phase transformer 
to be mounted permanently on a railroad drop- 
center car for the Bonneville Power Adminis- 
tration, This will be the largest portable trans- 
former ever built. The unit will be used as 
a spare to replace temporarily any transformer 
of the same rating now located in any of five 
substations of the Bonneville Power Adminis- 
tration in the Portland, Oregon, district during 
maintenance operations or emergencies. 


New Reuland Fluid-Shaft 
Electric Motors 


A NEW development in electric motor design 

has been announced by the Reuland Elec- 
tric Company, of Alhambra, California. The 
new units are called Fluid-Shaft motors and 
feature a single frame, integral design of 
motor and fluid-drive coupling. 

Loads that are difficult to bring up to speed, 
even with special motors, are said to be ac- 
celerated easily with Fluid-Shafts, because the 
motor is prattically up to speed before any 
load is applied. Because of this it is possible 
to use motors which can be selected closer to 
actual horsepower requirements. A definite 
saving in power is accomplished because of a 
considerable reduction in starting current, 


Taylor Appoints Public 
Relations Director 


VU sam H. Corwin has just been ap 
pointed public relations director of Tay- 
lor Instrument Companies, according to al 
announcement made by Herbert J. Noble, ex- 
ecutive vice president. Mr. Corwin joined the 
organization in 1942 as a member of the adver- 
tising department. Since 1943 he has edited the 
company’s publication, “The Taylor Meteor, 
as well as prepared other company literature. 
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RVING Trust’s Public Utilities Department has 

been actively helping utilities formulate and 
carry out constructive financial programs geared to 
each company’s particular needs. 


This special department is staffed with men 
whose practical experience in the utilities field 
qualifies them to offer a sound, understanding, 
realistic approach to your problems. 


TOM P. WALKER—Vice President in charge 


C77? 
IRWVIEI oo OORUST 


ONE WALL STREET ° NEW YORK 15, N. Y. 


Capital Funds over $116,000,000 
Total Resources over $1,100,000,000 


Wituiam N_ Ensrrom, Chairman of the Board Ricuarp H. West, President 





Public Utilities Fortnightly 





Ananvol Subscription 
Price 


» $43.50 


PUBLICATIONS AND SERVICES 


Essential to those interested in the public utility 
industries, their regulation and allied topics, 


PUBLIC UTILITIES 
REPORTS 


The national reporting service, 

authentic decisions 
of commissions and. courts , 
dealing with the problems of 
utility regulation. Five vol- 
umes a yeor—$7.50 each. 
Annval Index—$6. 





PUBLIC UTILITIES 
Fortnightly 


A magazine of current opinion 
and news, conducted as an 
open forum and containing 
discussions of firing-line prob- 
lems; also summaries, analy- 
ses and explanations of day- 
to-day developments. 


$15 
Twenty-Sia 
Issues a Year 








— 


The 


P.U.R 


Cumulative 


DIGEST 


only complete and authorita- 


tive encyclopedia of Public Service 


$220 


law and Regulation. 
Digest,; kept up-to-date by annval 


A life-time 


supplements. 








P.U.R. EXECUTIVE 
Information 
Service 
A Weekly Letter from the No- 
tion's Capital, highlighting im- 
portant happenings, trends and 


policies. Reading time: 20 
minutes. . 


$12.50 


Quarterly 








FEDERAL UTILITY REGULATION ANNOTATED 


$25 Qvarterly 


SEC 


A brief and pointed digest of 
the administrative rulings of the 
Securities and Exchange Com- 
mission under the Public Utility 
Holding Company Act. Issved 
twice each month. 





— 





Price: $12 


VOL. 1 (SEC) 


A tation of the 
Public cool Holding Company 
Act, with the Commission's rules 
and regulotions, full index and 
periodical upkeep supplements. 





Current Services 


FPC 


A brief and pointed digest of 
the administrative rulings ‘of 
the Federt! Power Commission 
under the Federal Power Act 
and the Natural Gos Act. Is- 
sved once each month. 








VOL. 2 (FPC) 


a tion of the 
Federal Power aafend the Na- 
tural Ges Act, with the Com- 
mission's rvles and regulations, 
full index and periodico! up- 
keep supplements. 





FEDERAL UTILITY REGULATION ANNOTATED 


price: $15-50 








> P.U.R. 
Question Sheets 
Twenty-Six Issves Annvofly $10 


Ten brief questions on up-to-date 
problems, answered by the commis- 


sions and courts. 


An easy way fora 


busy man to keep informed on current 


vtility regulation. 





Send for our catalogue describing these and other publications 


PUBLIC UTILITIES REPORTS, 11¢. 


"PUBLISHERS 


WASHINGTON 4, D. C. 
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All-New and ecoe 


ust as Rugg — Look 














There’s a new look in heavy duty trucks... all-new THE INDUSTRY’S ONLY 


“H” line GMCs. These great new trucks, in weight 

ratings from 19,000 to more than 90,000 pounds, B UM PE R- 34 U | LT 
pace the entire heavy duty field in styling that adds 

to the prestige of your business. And they pace the FRONT ¢ bj D 
field in design and engineering that give you better 

performance, lower operating costs, longer life. 


Four new gasoline engines offer greatly increased 
power, in addition to traditional GMC extra value 

. famous four- and six-cylinder GM 2-cycle 
Diesels have higher compression for even greater 
agility and economy. New, stiffer, straight side rail 
frames, new wide-track axles, new broad-beam, 
extra comfort cabs . . . new features by the score 
make all-new GMC “H”’ models best for all 
heavy public utility transport. -Let your near- 
est GMC headquarters give you complete details. 


GMC TRUCK & COACH DIVISION e GENERAL MOTORS 


Typical of GMC “H™ line ruggedness are 
angle-braced, frame-mounted radiator grilles 
with top and sides of spring steel bumper 
stock, heavy gauge fenders, wide, thick 
bumpers . . . for complete front end 
protection, axle to emblem. 
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RECORD OUTPUT 
FOR GRAND COULEE USING 
NEWPORT NEWS TURBINES }: 


) pepape 1948 the nine generating units in the west power house at 

Grand Coulee in the state of Washington produced 8,415,000,000 
K.W.H. | 
Each generator was driven by a 150,000 horsepower hydraulic turbine c 
built by Newport News. 
Nine similar turbines, but of 165,000 horsepower capacity are now being , 
built for the east power house. f 


WRITE FOR BOOKLET 
ON “WATER POWER 
EQUIPMENT" 


NEWPORT NEWS SHIPBUILDING AND DRY DOCK CO. 


NEWPORT NEWS, VIRGINIA 
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TRANSFORMER FIRES 
PUT OUT BY MULSIFYRE . . . FAST 





@ When an oil fire breaks out in transformers 
protected by a Mulsifyre system, a battery of 
spray projectors puts out the fire... fast. Auto- 
matic, heat-actuated release devices assure quick 
operation. Extinguishment occurs within a few 
seconds after the emulsion-forming spray 
strikes the burning oil surface. 

Mulsifyre projectors are approved by Under- 
writers’ Laboratories, Inc. for extinguishing 
fires in flammable oils immiscible with water, 
wherever such oil is a fire hazard. There is no 
conductivity along the discharge of a Mulsifyre 
projector when the spray strikes conductors 
carrying high voltages. 

Mulsifyre systems have proven their effec- 
tiveness during fifteen years of extinguishing 
transformer fires. Today they protect hundreds 
of installations all over the world. 


PIPING 


eee 2 © 


PROTECTION 


@ Mulsifyre high-velocity projectors produce 
drops large enough and drive them fast enough 
to penetrate the flames without complete vapor- 
ization in flight, but limit their velocity so the 
surface of the burning liquid is agitated into an 
emulsion instead of passing through the oil 
without fire-extinguishing effect. After a period 
of time, the emulsion breaks down, oil and 
water separate, and the oil can be reclaimed. 
For detailed information on Mulsifyre Systems 
write to: Grinnell Co., Inc., Providence, R. I. 
Branch offices in principal cities. 


GRINNELL 


SYSTEMS 
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PROFESSIONAL DIRECTORY 


® This Directory is reserved for engineers, accountants, rate experts, consultants, and 
others equipped to serve utilities in all matters relating to rate questions, appraisals, 


valuations, special reports, investigations, financing, design, and construction. >» 





Tae American Appraisat Company 
ORIGINAL COST STUDIES « VALUATIONS « REPORTS 


for 
ACCOUNTING AND REGULATORY REQUIREMENTS 
NEW YORK WASHINGTON CHICAGO MILWAUKEE SAN FRANCISCO 
aad other principal cities 











DAY & ZIMMERMANN, INC. 
ENGINEERS 
NEW YORK PHILADELPHIA CHICAGO 


PACKARD BUILDING 








ELECTRICAL TESTING LABORATORIES, INC. 


Electrical and General Testing—Inspections—Research—Certification 


2 BAST END AVENUE AT 79th STREET, NEW YORK 21, N. Y. 
BUtterfield 8-2600 








£- Ford, Bacon & Davis 


AED VALUATIONS Engineers “CONSTRUCTION 


RATE CASES 


NEW YORK © PHILADELPHIA © CHICAGO e LOS ANGELES 








GILBERT ASSOCIATES, Inc. 


ENGINEERS POWER ENGINEERING SINCE 1906 SPECIALISTS 
Steam, Blectric, Gas Purchasing and Expediting 
Hydraulic, Sanitation Serving Utilities and Industrials Rates, Research, Repors 
Designs and Construction Personnel Relations 
Inspections and Surveys Reading © New York © Houston i Cost Accounting 


Original 
Feed Water Treatment Philadelphia @ Washington Accident Prevention 
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FREDERIC R. HARRIS, INC. 

FREDERIC R. HARRIS ENGINEERING CORPORATION 
FREDERIC R. HARRIS FREDERICK H. DECHANT 
ENGINEERS 
Reports Designs Management 

NEW YORK 
Atlanta Knoxville Philadelphia San Francisco 








— HENKELS & McCOY —— 


Electric & Telephone Line Construction Company 
TRANSMISSION DISTRIBUTION e oO N TRA Cc TOR s RIGHT OF WAYS 
OVERHEAD UNDERGROUND PHILADELPHIA CHEMICAL CONTROL 
CONSTRUCTION MAINTENANOB TRED TRIMMING 
BALL FIBLD LIGHTING Wilmington, Del. * Portland, Me. * Altoona, Pa. GAS AND OIL LINES 
NOW WORKING IN FOURTEEN STATES 





























HOOSIER ENGINEERING COMPANY 


Erectors of Transmission Lines 


1384 HOLLY AVENUE ° COLUMBUS, OHIO 











She h ul pian n 4 lopoudton 


ENGINEERS CONSTRUCTORS 





WILLIAM 8S. LEFFLER 
Engineers Associated 
Management Consultants 
Cost Analyses for Rate Revisions Regulatory and Municipal Problems 
Rate and Sales Research for Increased Operating Income 
NOROTON CONNECTICUT 











LOEB AND EAMES 
Public Utility Engineers and Operators 
Ice and Refrigeration 
Valuations, investigation reports, design and supervision of construction 
57 WILLIAM STREET NEW YORE 


(Professional Directory Continued on Next Page) 
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PROFESSIONAL DIRECTORY (continued) 


N. A. LOUGEE & COMPANY 


(SUCCESSORS TO J. H. MANNING & COMPANY) 


REPORTS — APPRAISALS — DEPRECIATION STUDIES 
RATE CASES — BUSINESS AND ECONOMIC STUDIES 


120 Broadway New York 











Pioneer Service & Endineering Co. 


CONSULTING, DESIGNING AND oe SPECIALISTS IN 
OPERATING ENGINEERS ACCOUNTING, FINANCING, RATES, 
PURCHASING \ INSURANCE AND DEPRECIATION 





231 SOUTH LA SALLE STREET. ‘ CHICAGO 4, ILLINOIS 








Complete Services for GAS and ELECTRIC eiiiehes 


DESIGNING * ENGINEERING * CONSTRUCTION 
PIPING *© EQUIPMENT ¢ SURVEYS ¢ PLANS 


Complete Plants Additions or Installations . 
»very detail geared to more profitable operation. ENGINEERS « CONSTRUCTORS « 


Refinery Catalog, etc for details 





SANDERSON & PORTER 
ENGINEERS 
AND 
CONSTRUCTORS 








Sargent & Lundy 
ENGINEERS 
Steam and Electric Plants 
Usslities—Industrials 
Studses—Reports—Design—Supervision 
Chicago 3, Ill. 











The J. G. WHITE ENGINEERING CORPORATION 
Design—Construction—Reports—A ppraisals 


Consulting Engineering 
80 BROAD STREET NEW YORK 4, N. Y. 
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ALBRIGHT & FRIEL, INC. 
FRANCIS S. FRIEL 
Consalting Engineers 


, Sewage and Industrial waste Problems 
Airnolds, * Refuse Incinerators, Industrial — 


City Planning, Reports, 


Valuations, 


La 


121 SOUTH BROAD STREET POULABELOUEA 7 


JENSEN, BOWEN & FARRELL 
an 


in y —-- 4, fixed ital 
rate ingeicen, eriginal cost, security ise = 








BLACK & VEATCH 


CONSULTING ENGINEERS 


Appraisals, investigations and re- 
» des d f . 
oy Fo Bk 


4706 BROADWAY 


KANSAS CITY, MO. 


LUQAS & LUICK 


ENGINEERS 
DESIGN. CONSTRUCTION SUPERVISION 
OPERATION, MANAGEMENT, APP’ PPRAISALS, 
INVESTIGATIONS, REPORTS, RA’ 


231 S. LaSazie St., Cxicaco 








EARL L. CARTER 


Consulting Engineer 
REGISTERED IN INDIANA, NEW YORK, OHIO, 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 

Public Utility oe. pPeperts oud 
Original Cost Studi 


910 Electric Building 


Redtanapelin, Ind. 


Contractors 


CoMMERCIAL INSTALLATIONS 
537 SoutH Dearsorn Sr. 








W. C. GILMAN & COMPANY 


Consulting Engineers 
Load and Capacity Studies — Rate Cases 


Financial Planning 


Investigations — Reports — Supervision 


55 Liberty Street 


New York 5 


SLOAN, COOK & LOWE 


CONSULTING ENGINEERS 
120 SOUTH LA SALLE STREET 


CHICAGO 
Appraisals — Reports 
Operating — Financial — Plant 








A. S. SCHULMAN ELEctric Co. 


TRANSMISSION LINES—UNDERGROUND Distri- 
BUTION — Power STATION — INDUSTRIAL — 


Cricaco 








Francis S. HABERLY 


CONSULTING ENGINEER 


Valuation — Depreciation — Service Life 
Studies — Construction Cost Indexes — 


Reports 


122 SoutH MICHIGAN AveNUB, CHICAGO 


HOBOKEN, NEW JERSEY 


Analyses - Testing - Inspection - Research 
A Complete Service 


Boston - Chicago - Los Angeles - New York 
Philadelphia - Woonsocket 





UNITED STATES TESTING COMPANY, INC. 














JACKSON & MORELAND 


ENGINEERS AND CONSULTANTS 





DESIGN AND SUPERVISION OF CONSTRUCTION 
REPORTS—EXAMINATIONS—APPRAISALS 
MACHINE DESIGN—TECHNICAL PUBLICATIONS 


BOSTON 





NEW YORK 


WESTCOTT & MAPES, 


ARCHITECTS & ENGINEERS 


INVESTIGATIONS e 
DESIGN * SUPERVISION 
New Haven, Connecticut 
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REDUCE YOUR SUBSTATION 
ENGINEERING COSTS 





— 


> 
,8Mue 


r 


IERE’S HOW .. . Use Delta-Star spe- 
alized service a result of thirty- 
ven years’ experience designing and 
bricating complete outdoor substations. 
ontrol of every step, from engineering 
yout and detailing through shop pro- 
iction, facilitates erection and is your 
surance of permanence. Component 
arts for equipment are in stock ready for 
sembly. This system of handling gives 


DELTA-STAR cones 


MAIN OFFICE AND FACTORY — 2400 Block, Fulton St., Chicago 


NEW YORK OFFICE — 140 Cedar St., New York 6, N. Y 
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you a station, ‘““Custom Made”’ to meet 
your specific needs at a minimum of time 
and cost. It is the nearest thing to manu- 
facturing special substations and placing 
them on the shelf to await your order. 

Have your engineers consult us on your 
next substation installation. You will be 
assured of the most economical station 
design consistent with service require- 
ments and location. 


DISTRICT REPRESENTATIVES IN THE FOLLOWING CITIES 
rmingham, Ala Jacksonville, Fla Pittsburgh, Pa 
s Kansas City, Mo 
Knoxville, Teno 
Los Angeles, Cal 
Minneapolis, Minn 
Norfe N 
Norfolk 2 
Philadelphia, Pa 
CANADIAN ASSOCIATE 


an Line Materials Limited 
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DALLAS POWER & LIGHT COMPA) 


This is the story that Dallas Power & 
Light Company tells about capacitors: 

“We have an unusual load problem in 
Dallas—air conditioning. As an indication 
of its importance, our system peak load 
now occurs in the summer. It has been a 
major factor in the doubling of our peak 
load since 1942, And—introducing induc- 
tion motors into office buildings, apart- 
ments, and even private residences—it has 
had a marked effect on the power factor 
of our system. 

“As a result, kvar generation has become 
a major consideration with us. We doubled 
our kvar in installed capacitors in 1944, 
and we have tripled that figure in the last 
two years—until today, our 100.700 kvar 


in connected capacitors equals 53 per cent 


of our system peak load. 


“Other central stations may find it 
interest to note where and how we h 
used these capacitors: Approximately | 
of them (48,000 kvar, in round num 
are installed as unswitched capacitors 
our 4 kv and 13 kv overhead systems 
third (35,000 kvar) are installed as swite 
capacitors at our substations. About 16/ 
kvar are installed on the undergro 
network, mostly as 230-volt capacita 
and 82 per cent of them switched. We ha 
a little more than 1000 kvar. switeh 
connected to the 480-volt auxiliary bus 
our steam-electric station. And _ fina 
within the last few months, we have! 
stalled one hundred 3-kvar 240-volt cap 
citors on transformer secondaries in r 
dential districts. 

“Needless to say, capacitors are vd 
important to us.” 


Apparatus Department, General Electric Company, Schenectady, New Yori: 


GENERAL @@ ELECTRIC 





